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Call  Bord  en  as  a  Businessman 

III  the  streaked  shade  of  a  scrub  mesqiiite  a  vaquero  j^ours  boiling 
water  into  a  can  holding  two  spoonfuls  of  concentrated  coffee,  adds 
cream  from  a  tin,  spoons  in  sugar  to  suit,  and  miles  away  from  the 
nearest  house  enjoys  a  cup  of  coffei*.  Chances  are  good  that  the 
coffee  came  in  a  jar  market!  “Borden’s”  and  that  the  cream,  con¬ 
densed  but  fresh  and  pure  though  hours  away  from  a  refrigerator  or  a 
cool  well,  came  in  a  can  liearing  a  similar  labt*!;  for  radiating  from  its 
New’  York  hub  The  Borden  Company  has  pushed  into  American 
homes  and  American  life  until  its  products  are  know  n  wherever  food 
products  are  Ixiught,  sold,  and  used. 

The  Borden  Company  was  not  always  a  succe.ssful  organization, 
wise  in  the  ways  of  marketing,  aware  of  what  the  public  w’ants  and 
how’  to  satisfy  those  wants.  Like  many  another  huge  business 
institution  it  struggled  as  essentially  a  one-man  iiLstitution,  enlarged 
to  a  partnership,  and  only  in  the  process  of  decades  grew  to  a  full 
corporate  manhood.  The  purpose  here  is  to  examine  the  founder  of 
The  Borden  Company  as  a  businessman,  to  see  whether  it  could  have 
been  his  oiiginal  vision  and  commercial  acumen  that  laid  the  founda¬ 
tion  for  a  company  that  today  employs  28,000  persons,  has  a  stock¬ 
holding  partnership  of  50,000  and  deals  in  such  varied  products  as 
fresh  and  condensed  milk,  casein,  animal  feeds,  pharmaceuticals, 
vitamins,  and  soy-bean  creations. 

The  story  of  Gail  Borden  confounds  those*  exjierts  who  preach  that 
a  successful  man  is  the  man  who  knows  early  in  life  what  he  wants  to 
make  of  himself,  and  then  concentrates  on  achieving  his  goal  with  a 
minimum  of  lost  motion.  Borden  took  a  different  route  to  become  the 
founder  of  the  condenst'd  milk  industry.  For  the  first  fifty  years  of  his 
life  he  drifted— from  the  New’  York  town  of  Norwich,  w’here  he  w’as 
born  in  1801;  to  Kentucky,  to  Indiana,  where  he  had  his  only  formal 
schooling,  totaling  perhaps  a  year  and  a  half;  and  on  to  Mississippi, 
where  he  taught  school  and  surveyc*d.  Always  he  w’as  follow’ing  the 
frontier,  mov’ing  with  other  Americans  along  the  western  fringe  of 
civilization,  learning  the  les.sons  of  the  forest  and  the  river  but  w’ith 
little  opportunity  to  taste  the  vagaries  of  business. 
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In  1829  Borden  caught  the  Texas  fever,  moving  there  when  Texas 
was  still  undergoing  a  somewhat  uncertain  existence  under  the  new 
R(*pul)lie  of  Mexico.  In  Texas  he  became  a  leading  citizen,  farming 
and  raising  stock,  surveying  for  Stephen  F.  Austin,  helping  write  the 
first  Texas  constitution,  founding  the  first  iM'rmanent  newspaper. 
When  Texas  l3(‘came  a  republic  in  1836,  Sam  Houston  named  Borden 
the  fii*st  collector  of  the  ixirt  of  Galveston,  the  chief  entrepot  of  Texas. 
In  addition  to  two  terms  as  colU'ctor  he  served  for  twelve  years  as 
st'cretary  and  agent  of  th(*  Galveston  City  Company,  owner  of  most 
of  Galveston  Island,  for  which  firm  Borden  heljx'd  sell.  2,500  lots  for 
$1,500,000. 

In  Galveston  Borden  lx‘gan  to  (‘X|K*riment  with  various  things  that 
seem  to  have  litth*  connection.  H(‘  tried  to  cure  yellow  fever  by 
refiigeration,  and  he  dunked  a  large  number  of  Galvestonians  in  the 
Gulf  of  Mexico  while  making  trial  runs  with  a  contraption  he  called 
his  terraqueous  machine,  a  .sort  of  prairie  schooner  designed  to  go  on 
land  or  in  water.  By  1849  h(‘  was  working  serioiLsly  on  a  “meat 
biscuit,”  a  dehydrated  meat  com|)ounded  with  flour  that  would  be 
ea.sily  |K)rtable  acro.ss  land  or  s(‘a  and  would  keep  for  an  indefinite 
time. 

With  the  advent  of  his  meat  biscuit  Borden  abandoned  other 
endeavoi-s  to  concentrate  on  iR*rfecting  and  marketing  his  latest 
product.  At  the  time  he  had  a.s.sets  of  pi'rhaps  $100,000  and  he  was 
nearly  fifty  years  old,  but  he  was  willing,  even  eager,  to  gamble  the 
almost  certain  comforts  of  old  age*  for  the  iiromi.sed  rew’ards  of  his 
meat  biscuit.  If  he  could  sv\\  his  biscuit  to  the  British  navy,  to  the 
American  Army,  to  Rus.sia,  to  any  country  that  had  to  feed  large 
Ijodies  of  men  on  the*  .sea  and  in  the  de.s(*rt,  the  .service  rendered  would 
be  enormous  and  the  financial  profits  lH*yond  anything  in  his  ex¬ 
perience.  To  him  the  stake  would  lx*  worth  whatever  it  cost. 

As  it  turn(*d  out,  the  cost  was  high.  For  six  y(*ar.s  he  bought  beef, 
boiled  beef,  kneaded  in  flour,  and  placed  finished  biscuits  in  canisters 
to  .supply  a  public  demand  that  never  materialized.  He  did  not  w’ait 
for  the  demand  to  grow — he  tried  to  create  it.  H(*  went  to  London 
to  exhibit  the  biscuit  at  the  Great  Council  h]xhibition  of  1851,  he 
contacted  explorers  like  Dr.  Klisha  Kent  Kane  and  Sir  .John  Ro.ss,  he 
buttonholed  such  influential  men  as  Horace  Greeley  and  Charles 
Dana,  he  went  into  ships’  galleys  to  cook  the  bi.scuit  for  .sailors  and 
into  hospital  kitchens  to  c(K)k  for  patients  and  doctors,  he  prepared 
pamphlets,  he  arrang(*d  Army  trials,  and  he  obtain(*d  testimonials 
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from  learned  and  highly  placed  men,  but  all  to  no  avail.  Kither  the 
biscuit  fell  short  of  exp<‘ctations  or  it  was  ahead  of  its  time.  And 
Borden  found  himself  older  than  ever,  his  lands  mortgagi'd  or  .sold,  his 
finances  hopelessly  entangled.  For  S60,000  or  mon*  he  had  gaini'd 
experience,  but  that  was  all.‘  He  had  shown  him.self  a  man  who 
would  spend  and  even  borrow  in  anticipation  of  jKitential  profits,  and 
a  man  who.se  faith  in  himst'lf  and  his  product  justified  his  taking 
precarious  financial  risks.  In  addition,  he  displayed  his  iinjiatience 
with  small  operations— he  wanted  to  succeed  on  a  world-wide  basis. 
As  he  wrote  a  friend  in  1851,  “I  wish  to.  .  .  be  styled  the  Worlds 
Cook, — the  acm(‘  of  my  highest  asperations  for  worldly  fame.” 

While  he  was  trying  to  market  the  meat  biscuit,  Borden  began 
expt'rimenting  with  milk  condiui.sation.  By  1853  he  was  .sufficiently 
satisfied  with  his  exiierimentation  to  apply  for  a  patent  for  condensing 
milk  in  a  vacuum,  but  Ix'cau.se  of  thi'  Patent  Office’s  refusal  to  recog¬ 
nize  any  supt'rionty  of  vacuum  condensing  over  o|X‘n  pan  Ixiiling,  he 
had  to  struggle  threi*  years  to  obtain  his  patent.  As  his  debts  mounted 
he  turned  to  partnership  to  obtain  funds.  To  one  partiuT,  a  Virginian 
named  Thomas  Green,  he  conv(‘yed  thre(“-(‘ighths  of  his  patent  rights; 
and  to  a  .second  partiHT,  Jaimes  Bridge  of  Maim*,  he  granted  a  one- 
fourth  interest.  If  he  should  r(*alize  any  profits  from  condensi'd  milk, 
his  partners  would  r(*ceiv(‘  five-('ighth.s  of  the  return. 

Altogether  the  partners  put  about  $6,000  into  the  bu.sine.ss,  a 
iK'gligible  amount  for  a  man  who  wanted  to  o|x*rat(‘  on  the  grand  scale 
Borden  had  in  mind.  But  Bord(*n’s  d(‘sjieration  was  such  that  he 
surrender(*d  all  but  thr(‘<*-(*ighths  of  his  patent  right  that  he  might 
obtain  this  amount.  And  in  .surr(*ndering,  nowhere  did  he  a.sk  either 
partner  for  a  definite  binding  stat(‘ment  regarding  the  amount  that 
partner  would  contributi*.  A  man  who  had  collect(*d  for  (“ven  a 
pocket  republic  such  as  Texas  and  who  had  sold  r(*al  (‘stati*  for  twelve 
years  should  not  have  b(*cn  guilty  of  .such  an  omi.ssion,  but  apparently 
Borden’s  lx*li(*f  in  his  prtxiuct  was  so  great  that  lx*  could  not  conceive 
of  how’  other  men  could  fail  to  back  him  to  their  limit. 


'Considerable  manuscript  material  on  Borden’s  meat  biscuit  may  be  found  in  the 
Ashbel  Smith  Papers,  University  of  Texas  archives;  Hosenberj?  Library,  Galves¬ 
ton;  and  the  Records  of  the  (^uarterma-ster  General,  War  Records  Division, 
The  National  Archives,  WashiiiRton,  D.  C.  A  jar  of  Borden’s  biscuit  handed 
down  from  the  1850’s  is  in  the  posse.ssion  of  Mr.  Llliott  Bronson,  Winchester 
Center,  Connecticut.  It  appears  perfectly  preserved  and  is  free  from  discoloration 
or  odor. 
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Part  of  his  trouble  was  that  he  wanted  to  Ik*  the  W’orld’s  milkman, 
not  just  the  propiietor  of  a  locally  prosjK'rous  enterprise.  And  at  his 
age  he  f(‘lt  that  tinn*  was  closing  down  on  him,  that  he  must  .succeed 
(juiekly  or  los(*  altog(*th<*r,  leaving  him  t(K)  impatu*nt  to  wait  for  a  slow' 
solid  growth.  If  solidity  had  been  his  aim  he  would  have  remaiiu*d 
with  the  Galveston  City  Company,  but  he  wantwl  more—- to  be 
worthy  to  walk  among  pnnees,  as  he  said  on  more  than  one  occa¬ 
sion;  to  make  milk  as  “common  on  shiplniard  as  sugar;”  to  give  the 
name  Gail  Borden  int(‘rnational  significance  as  a  symbol  for  service. 

With  thi*  backing  of  Bridge  and  Green  he  startl'd  a  factory  in  1856 
in  Wolcottville  (or  Torrington,  as  it  is  known  now'),  Connecticut,  but 
his  partners  wanted  immediate  profits  to  justify  their  (‘xpenditures. 
WIm'Ii  Borden  couldn’t  show  a  profit,  the  pair  withdrew  supixirt  and 
the  Wolcottville  factory  clos(*d  for  “want  of  means,”  a  phrasi*  and  a 
condition  t<M)  often  re|K*at<‘d  in  Bordi'ii’s  exiK*rience.  With  nowhere 
els(‘  to  turn  Borden  lK*sought  his  [lartiu'i's  for  renew'(*d  backing, 
|H)inting  out  that,  unless  they  were  prepared  to  risk  mon*,  they  would 
lost*  what  they  had  alri'ady  ex|K*nded.  His  argument  prevailing, 
Borden  o|K‘n(*d  a  s<*cond  factory  at  Burrville,  five  miles  from  Wolcott¬ 
ville,  in  lat(>  spring  of  1857,  but  again  the  iK*rv('i*sity  of  fortune  dogged 
him,  for  no  scMUier  did  lu*  Ix'gin  his  second  assault  on  the  New  York 
market  than  the  Panic  of  1857  f(‘ll  full  force  on  the  country,  dragging 
him  down  along  with  much  wealthier  and  sounder  firms.  Following 
this  .s<*cond  failun*,  Green  and  Bndge  f(*lt  not  unnaturally  that 
furtlu'r  sup|K>rt  of  Borden  would  Ik*  folly. 

At  this  jK)int  pun*  chanci*  interveiu'd  to  save  Borden’s  dream.  On 
a  train  to  N(‘W  York  he  fell  into  conversation  with  another  traveler, 
whereu|K)n  Borde*n,  always  willing  to  shan*  his  troubles  and  his 
occasional  triumphs  with  oth<*rs,  told  th<*  story  of  his  vicis.situdes  to 
th(*  strang(‘r.  Borden’s  intent  ness,  his  confidence*  in  his  priKluct,  and 
the*  sheer  width  of  the*  financial  swath  he  hojK*d  to  cut  with  his  con- 
d(*ns(*d  milk  impn*ssed  the*  traveler,  who  d<*cid(*d  that  hen*  was  a 
gamble  to  his  liking.  Thus  .lererniah  Milbank,  New  York  wholesaler, 
railroad  magnate*,  and  banker,  a  man  w’ho  unde'rstoexl  largev.scale 
finance*,  anel  a  man  of  e*onse*rvative*  e*e*e)nomic  tastes,  entere*d  Gail 
Borden’s  life*  with  the*  .simple*  statement  that  he*  was  prepared  to 
support  this  ve'iiture  that  brenight  neithing  but  failure  as  its  n*com- 
mendation.  To  back  Gail  Borden  required  a  daring  Ixirdering  on 
feK)lhardine*.ss,  but  Milbank  nev'er  re*gretted  his  ele*cision  nor  had  any 
re*ase)n  tee  elei  se). 
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Altogether  Milbank  invested  nearly  $100,000  in  Borden’s  inven¬ 
tions.  When  he  died  in  1884  the  market  value  of  his  holdings  was 
estimated  to  be  $8,000,000.  Although  at  first  eonden.sed  milk  was 
only  a  sideline  business  with  Milbank,  he  eventually  turned  his  full 
attention  to  its  management,  leaving  his  other  endeavors  in  a  second¬ 
ary  position.  2 

Back  to  Burrville  went  Borden  in  1858,  assured  at  last  of  adequate 
backing,  while  Milbank  bt'gan  a  campaign  to  straighten  the  snarl  in 
which  Borden  had  put  his  affairs,  a  campaign  that  lasted  nearly  two 
decades  before  Bridge  and  Green  would  sell  their  shares  of  the  patent. 
As  Milbank  probed  deeper,  he  found  that  still  other  i)eople  owned 
small  bits  of  Borden,  some  holdings  amounting  to  as  little  as  one- 
thirtieth  but  all  adding  up.  In  his  zeal  to  obtain  funds  Borden  had 
indeed  deeded  away  almost  all  his  rights. 

Although  milk  sales  Ix^gan  to  increase  somewhat,  the  enterprise 
continued  to  hold  together  largely  by  the  slender  thread  of  faith,  and 
many  times  Milbank  must  have  wondered  whether  he  should  have 
ventured  from  his  u.sually  conservative  path.  Apparently  at  the 
beginning  Milbank  intendinl  only  to  supply  funds  and  let  Borden 
manage  the  New  York  Condensed  Milk  Company,  as  the  new  firm 
was  called.  However,  Borden’s  quick  enthusiasms  and  his  insistence 
on  attending  personally  to  even  the  smallest  details  made  Milbank 
decide  to  take  active  charge  of  finances  soon  after  the  men  l)ecame 
partners. 

From  this  time  forward  the  business  was  truly  a  partnership,  with 
Borden  supplying  impatiently  persevering  inventive  skill  and  Mil- 
bank  contributing  his  vast  commercial  experience  and  shrewdness. 

AVhen  in  1858  Frank  Leslie  exposed  the  “fresh”  milk  producers  in 
New  York  for  selling  swill,  Borden,  scenting  opportunity,  ran  the 
first  newspaper  advertisement  stating  that  his  milk  w'as  not  only 
pure  but  would  keep  indefinitely.  Still  the  firm  suffered  the  pangs  of 
slow  growth  until  1861 ,  when  during  one  noon  hour  a  customer  walked 
in  and  after  asking  a  few'  questions,  announced  that  he  w’anted  500 
pounds  of  condensed  milk  for  the  United  States  Army. 

That  sale  was  the  turning  point.  The  Civil  War  was  on,  and  most 
of  the  fighting  was  to  be  done  in  a  frequently  hot  Southern  climate 
where  fresh  milk  spoiled  quickly,  if  it  could  be  obtained  at  all.  When 
the  first  shipment  of  Borden’s  condensed  milk  proved  satisfactory  and 

*Interview  with  Mr.  Albert  G.  Milbank,  New'  York,  August  2,  1946. 
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easily  transportable,  the  Army  began  ordering  in  large  lots.  From 
then  on  Borden’s  chief  st niggle  was  to  meet  orders,  for  not  only 
would  the  Army  take  his  milk  but  furloughed  and  discharged  soldiers 
spread  news  of  its  advantages  among  the  civilian  population.  New 
factories  were  built  at  Winsted,  Connecticut,  and  at  Wassaic  and 
Brewster,  New  York,  and  licen.s(*s  were  granted  to  private  concerns  at 
York,  Pennsylvania,  and  Livermore  Falls,  Maine,  to  condense  milk 
under  the  Borden  patent.^ 

.\lt hough  with  the  up.surge  of  business  Borden  found  him.self  head  of 
a  thriv'ing  institution  with  enormous  potentialities,  he  delegated  as 
little  authority  as  jiossible,  continuing  to  run  the  New  York  Con- 
deiLsed  Milk  Company  as  though  it  were  a  oni'-man  bu.siness.  Almost 
infinitesimal  details  that  few  executives  would  coiLsider  worth  their 
while  receiv(‘d  the  same  piTsonal  attention  from  Borden  as  if  they  had 
involved  major  policy  changes.  Thus  his  various  notebooks  are 
studded  with  .such  reminders  to  himself  as  “Get  Plank  for  .  .  .  Pre.ss,” 
“Wash  Cellar  Windows,”  “Fix  Gate  Chains,”  “Hang  Grindstone,” 
“Tile  to  be‘  laid  &  Rubbish  cleaned  out,”  and  “Sponges  wanted.” 

Few  dairymen  .supplying  the  New  York  Condensed  Milk  Company 
missed  pi'rsonal  contact  with  Borden,  who  went  the  rounds  teaching 
the  advantages  of  washed  udders  and  clean  stables  and  insisting  that 
milk  l)e  delivered  according  to  his  specifications.  With  production 
increasing  to  5,000  quarts  a  day  and  then  to  15,000  quarts  and  then 
higher  than  that,  he  drop|K*d  few  duties,  merely  adding  others  with 
the  confident  energy  of  a  young  man  instead  of  a  man  who  had  known 
more  than  sixty  rigorous  years,  many  of  them  on  the  frontier.  When 
he  was  in  New  York,  he  was  at  his  desk  at  4  o’clock  in  the  morning, 
where  he  worked  feverishly  until  9,  when  he  took  time  to  gulp  a  quick 
breakfast.  After  that  he  was  back  at  work,  often  remaining  until  he 
had  put  in  a  fiftiKai-hour  day. 

He  lost  none  of  his  impulsiveness.  When  he  became  piqued  by  the 
owners  of  the  building  hou.ring  his  Burrville  factory,  he  announced 
curtly,  “Gentlemen,  I  quit,”  and  promptly  dismantled  his  machinery 
there,  a  move  that  must  have  disconcerted  Jeremiah  Milbank  and  a 
move  that  defied  existing  milk  contracts  with  neighlxuing  farmers. 

3B*)r(ien  held  stock  in  each  of  the.se  two  companies.  The  Maine  firm,  known  a.s  the 
Hokomeka  company,  was  largely  an  enterprise  of  James  Bridge,  Borden’s  early 
partner.  The  locations  of  the  two  firms  Were  obvious — at  York  for  the  Baltimore- 
Washington  market,  in  Maine  for  the  Port  land- Bo.ston  trade.  Philadelphia  also 
IxdongHl  to  Bridge  by  prior  agreement. 
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Borden’s  son,  John  Gail,  spirit  almost  a  year  eaneeling  contracts, 
usually  at  cents  for  each  quart  which  BordiMi  had  agreinl  to  buy. 

To  his  employees  he  must  have  seeminl  uhicputous.  Wh(*n  a 
mechanical  failure  would  occur,  such  as  a  d(‘f(‘ctive  condenser,  in 
would  ijop  Borden  to  work  and  worry  with  tlu‘  contrivance  himself 
until  it  was  in  order  again.  And  if  a  sup('rint(*ndent  was  .so  carele.ss 
as  to  let  milk  pass  that  was  IxJow  tlu*  Borden  standard,  then  would 
come  letters  and  telegrams  and  ev(‘n  a  |R‘rsonal  visit  to  find  the  cause*. 
It  was  almost  as  if  the  pre.sident  of  the  company  was  .sampling  from 
everj’^  batch  that  was  struck.  For  that  matter,  Milbank  also  took  a 
IX'r.sonal  interest  in  the*  (juality  of  the  milk,  and  it  was  e.sjM‘cially  his 
complaints  that  would,  in  the  words  of  one  (‘arly  .su|K*rint(*ndenl, 
“make  you  .sit  up  and  take  notice.” 

Bu.siness  was  growing  at  such  a  rate  that  Bord(‘n  could  hardly  ke‘ep 
abreast,  and  yet  he  continued  to  look  ahead  to  new  (‘iiterprises  that 
would  expand  his  .sah‘s.  “We  are*  we)rking  ne*arly  14,000  epiarts  daily, 
we  do  not  me*e*t  half  the*  orelers,”  he*  wre)te*  in  June*,  1863.  But  inste*ael 
e)f  conce*ntrating  em  me*e*ting  the*  e)the*r  half  of  the*  e)rele*r.s,  he*  be*gan  te) 
write  such  state*me*nt.s  as  “Next  se*ase)n  I  e*xpe*ct  te)  .  .  .  manufacture*, 

,  .  .  e*xtrae*t  of  ce)ffe*e*  ce)mbine*el  with  milk,  ce)nde*nse*el  e*iele*r  e)r  ajiple* 
je*lly,  meat  bise*uit,  iK*mican  anel  .  .  .  extract  e)f  lK*e*f.”  At  his  Win.ste*el 
plant  he  e*e)nelen.se*d  fe)rty  barrels  e)f  fruit  juie*e*s  a  elay.  Anel  lK*twe*en 
times  he*  looke'd  about  fe)r  iu*w  fae*te)ry  .sites. 

After  the  Army  assured  Borden’s  success,  only  once*  did  he  .seem  in 
elange*r  e)f  kimwing  failure*  again.  That  was  in  Se*pte*mbe‘r,  1862,  whe'n 
Re)l)e*rt  E.  Lee*  hael  elriven  towarel  Gettysburg,  so  alarming  the*  Unie)n 
army  and  othe*r  pe*r.sons  in  the*  Ne)rth  that  .sale*s  dwinelle*el  until  e)n  e)ne* 
oce*asion  the*  Ne*w  Ye)rk  Ce)nele*nse*el  Milk  Company  re*maine*d  ojK*!!  an 
e*ntire*  elay  withe)ut  a  sale*.  But  the*  re*e*e*.s.sie)n  pre)ve*el  as  te*mpe)rary  as 
Le*e*’.s  aelvance*. 

One*  e)the*r  time*  Be)rele*n  e*xpe*rie*ne*e*el  a  pe*rie)el  e)f  le).ss  that  we)ulel  have* 
siK*lle*el  elisaste*r  a  elecaele*  e*arlie*r  whe*n  his  re*.se)urce*s  we*ie*  thinne*r. 
Feillowing  the*  Civil  War  Borelen  he*lpe*el  e*stal)lish  the*  Elgin  Milk 
Conde‘nsing  Company  in  Illine)is  inele*pe*nde*ntly  e)f  the*  Ne*w  Ye)rk 
Ce)nele*n.seel  Milk  Ce)mj)any  anel  with  little  aiel  fre)m  Milbank.  By  the* 
enel  e)f  1866  the  e*ompany  hael  turne'el  e)ut.  meire*  than  300,000  gallons  of 
milk  anel,  as  a  sieleline,  240,000  pe)unels  of  che*e*se*.  Away  fre)m  Mil- 
bank’s  wate*hful  e*ye  Be)rde*n  put  into  e)])e*ration  se*ve*ral  pet  .scheme*s. 
Along  with  his  milk  and  chee.se*,  he  e*stabli.she*el  a  coffee  room,  a  jelly 
re)om,  a  e*an  room  which  turned  e)ut  10,000  cans  a  elay,  a  chee.sebox 
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factory  for  the  general  market,  a  lalx*ling  and  packing  room,  and  that 
r(“surrection  from  an  economic  grave,  a  meat  biscuit  room  in  con- 
juiH'tion  with  an  extract  of  In^ef  manufactory.  At  first  the  company 
prosjK‘r(*d,  hut  when  Bordc'ii  turned  his  attention  elsewhere  his 
Illinois  partners  lx*gan  favoring  clu‘e.st‘  production  over  milk,  and  even 
their  chees<‘  was  too  hastily  and  shoddily  made,  so  that  in  a  matter  of 
weeks  Borden  found  hims(>lf  facing  a  loss  of  $17,000. 

M(*anwhil(*  the  New  York  Condenst'd  Milk  Company  was  suffering 
also,  its  trouble  lx‘ing  that  not  infrequent  outgrowth  of  war,  over- 
(‘X))ansion  and  over-pnKluction  in  a  mark<*t  that  suddenly  declines. 
Without  warning  tlu*  milk  surplus  Ix'gan  to  rise,  with  more  fresh  milk 
arriving  daily  und(‘r  contracts  than  could  jxissibly  Ix'  sold,  again 
necessitating  tlx*  canceling  of  contracts  with  farmers.  By  January, 
1867,  prcxluction  had  dropiM*d  to  6,500  (juarts,  and  then  to  5,000 
(piarts,  and  Milbank  wrote  Borden  that  “if  you  can  .stop  the  Brewster 
Works — that  is  the  thing  to  lx*  doix*.”  In  another  letter  he  cautioned 
the  inv(‘ntor  not  to  “think  of  going  to  Klgin  until  we  shall  get  a  clearer 
vi(‘W  of  things”  in  N(‘W  York. 

In  March  and  April,  1867,  orders  picked  up  once  more,  so  that  by 
th(‘  end  of  tlx*  latt(‘r  month  Borden  instructed  the  ea.stern  plants  to 
.step  up  pnxluction  to  10,500  quarts  a  day.  When  in  the  next  month 
lx‘  o|x*ix*d  a  new  market,  s(‘iuling  $20,000  worth  of  milk  to  Australia, 
the  crisis  was  (‘ixled."*  It  was  the  last  crisis  lx*  was  to  face.  For  the 
remainder  of  his  lib*  he  cont(*nted  himsi'lf  with  kxiking  aft(*r  his  .several 
enterprises,  with  commencing  ix*w  oix's  on  a  small  scale  (for  instance, 
a  nx*at  packing  plant  at  Bord(‘n,  Texas,  and  a  tub  factory  and  sawmill 
at  Bastrop,  Texas),  and  with  humanitarian  and  religious  endeavors. 
H(*  died  in  Texas  on  January  11,  1874. 

At  his  d(*ath  the  company  was  firmly  established  as  the  leading 
milk  condensing  company  in  the  United  States.  Despite  his  efforts  to 
lead  it  in  otlx'r  directions,  it  was  primarily  what  its  name  implied — a 
milk  coixlensing  company.  Fresh  milk  distribution  came  after 
Borden’s  d(*ath,  as  did  such  other  products  as  feeds  and  vitamins. 
Except  for  condensed  coffet*  and  some  juices,  such  cherished  Borden 
projects  as  the  meat  biscuit  survived  their  inventor  only  a  few  years. 

How  Borden  would  haw  r(“acted  to  competition  is  a  question  for 
sp<‘culation,  for  the  ri.st*  of  the  other  large  milk  companies  came  after 


^The  FJgin  company  \va.s  .saved  by  reorganization,  Borden  and  Milbank  buying 
out  the  Illinois  owners  and  conducting  the  business  themselves  thenceforward. 
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his  death.  During  his  time  he  was  preeminent  and  eould  afford  to 
look  tolerantly  on  other  companies,  especially  since  his  principal 
worry  was  usually  his  inability  to  supply  the  demand.  His  licensing 
of  other  companies  has  bt'cn  noted,  and  in  addition  he  is  sup])os<*d  to 
have  tutored  the  Page  brothers,  who  established  the  Anglo-Swiss 
eondenseries  in  Europe'  which  became'  the  Xestl6  company,  one  e)f  the 
giants  of  the  dairy  prexluets  inelustry. 

Knowing  his  genero-sity — e)r  naivdS — with  patent  rights  in  his  early 
elays  and  kne)wing  his  eage'rne'ss  to  market  his  pre)duct  r('gardle.ss  of 
profit,  a  ge)oel  claim  could  1m'  advane'ed  that  Boreien  wenilel  have 
treated  comjx'tition  lilx'rally.  On  the  othe'i*  hand,  refutation  e'enild 
lie  in  the  fact  that  no  serious  cenniietition  did  arise'  during  his  life*- 
time,  for,  if  the  premise'  e)f  generosity  is  argue'el,  it  folle)ws  that  mere 
po.s.se.^sion  of  a  patent  mone>poly  would  ne)t  nee*e'ssarily  have  kept 
out  such  e'ompetition.  The'  answe'r  must  lie'  with  Be)rele‘n^  -  anel  with 
Milbank. 

To  say  that  Borden  laiel  the'  founelation  e)f  te)elay’s  sue*ce'.ssful 
Borden  Company®  eleix'iids  on  the  we'ight  attae*he'd  te)  such  intangibles 
as  gexxlwill  and  insistence  on  a  pure  prexluct.  Se)me'  e)f  Gail  Borelen's 
activities — his  deve)tie)n  te)  the  unpre)fitable  me'at  biscuit,  for  instance 
— would  Ix'  le)okeel  at  askance  by  elivieienel-e*e)nscie)us  me)dern  busi¬ 
nessmen,  but  his  devotie)!)  e)nly  unele'rscores  the'  truth  that  Borden 
was  first  an  inventor  anel  then  a  busiiu'ssman,  anel  that  as  an  in¬ 
ventor  he  .sometime's  lae*ke'el  a  critical  e'ye'  wlx're*  his  e)wn  pre)duct 
was  concerne'd. 

The  measure  e)f  Boreien  as  a  busine'ssman  is  that  he'  suce'e't'ded 
through  a  combination  e)f  inventive'  practicality  anel  .ringle*-minded 
insi.stence  that  he  had  a  prexluct  the*  we)rlel  she)uld  want.  Uneieniably 
Jeremiah  Milbank  dese'rve's  a  large'  share  of  cre'elit  fe)r  Borden’s 
succe.ss,  but  a  study  of  the  inventor’s  life  leads  to  the  improvable 
assumption  that  if  Borden  had  not  found  Milbank  he  would  have 
found  someone  else  and  that  only  an  early  death  itself  could  have  kept 
him  from  succeeding — in  his  own  mind  death  was  the  only  obstacle 
that  he  couldn’t  eventually  force  aside.  After  one  failure  in  the  late 


*In  a  letter  written  in  1867  Borden  defends  his  milk  contracts,  under  which  he  is 
having  to  pay  for  milk  not  wanted,  on  the  basis  that  they  help  keep  potential 
competitors  from  obtaining  milk. 


*The  New  York  Condensed  Milk  Company  underwent  an  organizational  and  a 
name  change  in  1899,  evolving  eventually  into  the  present  Borden  ('ompany. 
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1840’s  he  is  quoted  as  saying  confidently,  “If  I  miss  it  in  one  thing  I 
will  hit  it  in  another.”  That  confidence  never  left  him,  and,  if  it  is 
possible  for  a  person  to  will  success,  Gail  Borden  willed  it,  despite 
occasional  infractions  of  the  rules  of  good  business. 

Joe  B.  Frantz 

Harvard  University 


Tke  Society  Announces  Anotker  FellowsLip 

Following  the  precedent  it  set  last  year  by  sponsoring  the  first 
Fellowship  in  Business  History  ever  to  lx?  awarded,  the  Business 
Historical  Society  is  announcing  a  similar  Fellowship  for  the  academic 
year  1949-50.  The  Fellowship  carries  a  stipend  of  $2,500  and  enables 
an  advanced  student  to  spend  a  twelve-month  period  of  research  and 
study  at  the  Harvard  Graduate  School  of  Business  Administration. 

The  Society’s  interest  in  the  Fellowship  arose  out  of  its  desire  to 
see  courses  in  Business  History  more  widely  offered  in  college  curri¬ 
cula.  Since  the  field  of  Business  History  requires  a  fusion  of  two 
quite  separate  disciplines — history  and  business — training  in  the 
subject  has  been  difficult  to  acquire.  Until  the  establishment  of  the 
Fellowship  last  year,  there  was  no  formal  means  by  which  scholars  in 
one  field  could  become  acquainted  with  the  subject  matter  in  the 
other;  hence,  only  a  few  schools  have  been  able  to  offer  the  course  to 
their  students. 

The  Fellowship  encourages  men  holding  their  doctor’s  degrees  in 
the  field  of  history  to  spend  a  year  at  Harvard  acquiring  a  familiarity 
with  business.  It  gives  them  an  opportunity  both  to  attend  courses 
and  to  do  research  on  case  histories. 

Applications  must  be  submitted  by  March  1,  1949.  Inquiries  and 
requests  for  application  blanks  should  be  directed  to  the  Executive 
Secretary  of  the  Society,  217  Baker  Library,  Boston  63,  Massa¬ 
chusetts. 


AN  ew  fiook  on  Sank  mg  Four  Hundred 
Y  ears  Ago 

A  l)<M)k  has  io(*(‘ntly  b<H*n  inihlislu‘d  in  th(‘  field  of  medieval  Inisiness 
whieh  should  1k‘  ealled  to  the  attention  of  readers  of  th(*  Bulletin. 
It  is  The  Medici  Bank:  Its  Organization,  Management,  Operations,  and 
Decline,  by  Raymond  de  Roover.  Tfiis  hundred-page  volume  in 
larg(‘  part  apjx'ared  earlier  in  the  form  of  artieh^s  in  a  leariK'd  journal, 
but  it  is  now  available  to  a  wid(‘r  eirele  of  r(‘ad(‘rs  in  attraetiv(‘  form 
and  bt'antifully  illustrated.  This  notiee  is  (‘s|X‘eially  addresscnl  to 
businessmen,  who  presumably  did  not  see  the  artieles  as  they 
api^eared  in  the  Journal  of  Economic  History.^ 

The  author  has  an  unusual  eombination  of  (lualifieations  for 
writing  in  this  field:  ex|K*rienee  in  EurojM“an  busiiu‘ss,  advaneed  study 
in  busiiu'ss  and  economies,  work  in  busiiuvss  history  under  X.  S.  B. 
Gras,  and  a  .substantial  foundation  of  nvseareh  from  original  r(*eords 
in  the  history  of  medieval  business. 

It  should  be  noted  with  emphasis  that  this  is  not  a  eompn'hen.sive 
.study  of  th(‘  history  of  the  bu.sine.ss  of  th(‘  Mediei — one  cannot  from  it 
gain  a  eompleti*  pietun*  of  the  busine.ss  of  that  great  and  highly  de- 
veloix'd  int<*rnational  hous(‘  of  .sedentary  merchants  of  late  me'dieval 
Florence.  As  its  title  clearly  indicates,  this  volume  d(‘als  with  the 
banking  of  the  Mediei  in  its  organization,  management,  oix*rations, 
and  deeliiKS  and,  as  the  author  explains  in  his  introduction,  it  is 
ba.sed  on  fragmentary  survivals  of  the  original  records.  The  banking 
of  this  medieval  eoneern  could  not  be  set  forth  without  some  reference 
to  its  larger  interests,  but  the  author  has  made  (‘V(‘ry thing  ekse 
sulK)rdinate  to  his  treatment  of  certain  a.sp(‘ets  of  its  banking.  At 
the  same  time  he  has  presented  his  material  in  the  .setting  of  the 
times;  for  example,  in  dealing  with  exchange  transactions  he  takes  th(‘ 

•Published  in  July,  1948,  by  the  Xew  York  University  Press,  this  is  a  volume  in  the 
Basiness  History  Series  of  the  Graduate  Sehool  of  Business  Admini.stration,  Xew 
York  University,  edited  by  Profes.sor  Thomas  C.  C'orhran.  Its  price  is  ^4.00. 
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reader  on  a  brief  and  very  helpful  excursion  into  the  eomplieated 
mechanism  of  the  medieval  money  market. 

What  has  this  l)ook  to  offer  that  might  be  of  interest  to  the  business¬ 
man  of  today?  First  of  all  it  gives  a  (piiek  glimpse*  into  one  of  history’s 
richest  and  most  creative  business  systems,  that  of  Italy  in  the  later 
medieval  times.  To  lx*  sure,  the  businessman  of  today  would  be 
somewhat  eonfustxl  to  find  hims<*lf  back  in  that  time,  with  its  pre- 
Industrial-R(‘Vohition  manufaeturing,  its  one-venture  trading,  its 
diversification,  its  systt^m  of  partm'rships,  and  its  restricted  invest¬ 
ment  op|)ortuniti(‘s.  He  would  probably  have  a  little  difficulty  in 
understanding  the  leading  businessman  of  the  timt‘s,  the  sedentary 
merchant.  But  he  would  .soon  find  that  he  had  much  in  common 
with  this  ancestor  of  his,  and  be  (piite  at  hom(‘  in  di.scussing  with  him 
such  things  as  adVninistrative  problems  and  tin*  difficulties  of  oix*rat- 
ing  in  a  condition  of  falling  prices  and  unsatisfactory  investment 
opjxirtunities.  He  would  find  much  of  interest,  also,  in  examining 
with  his  m(‘di(“val  ancestor  s|x*cific  business  organizations,  techniques, 
and  polici(*s  in  particular  circumstances.  It  is  ju.st  this  that  Dr.  de 
R(X)V(‘r  mak(‘s  jxissibh*,  necessarily  on  a  limited  scale. 

For  <‘xampl(‘,  tlx*  author  shows  how  and  with  what  success  the 
Medici  directixl  and  controlled  the  managers  of  their  distant  branches. 
It  is  axiomatic  in  business  that  one  must  first  of  all  choo.s«»  good  men. 
Cosimo,  one  of  the  great  administrators  of  the  Medici  mercantile 
family,  according  to  Professor  de  R(X)V’er  did  just  that — but  what  of 
his  successors?  TIumi  then*  is  the  problem  of  centralization  versus 
d(‘centralization- of  a  pro|x*r  distribution  of  r(‘.sponsibility  and 
ix)wer  as  lx*tw(‘(‘n  the  h(‘ad  office  and  the  branch,  and  the  establish¬ 
ment  of  effective*  communication  and  controls.  This  aspect  of  the 
organization  and  oiX‘ration  of  tlx*  Medici  banking  system  is  interest¬ 
ingly  handh'd  by  the  author. 

Tlx*  accounting  controls  were*  uneloubte*dly  ele*vele)pe*ei  far  be‘yond 
what  tlx)se*  unfamiliar  with  that  aspe*ct  of  me*die*val  business  wexild 
have*  tlxnight  |x).ssible.  An  e*s|x*cially  valuable  part  eif  this  little 
volume*  is  the  re*preKluction  in  the  appc*ndix  e>f  many  page*s  from 
private*  or  firm  account  books.  Tho.se  selections  are*  made  intelligible 
to  us  by  the  author’s  explanations. 

Why  do  busine*.ss  conce*rns  die?  The*  author  has  no  simple*  diagnosis 
of  the*  fatal  dise*a.se  eif  the  Medici  partnerships,  but  he  presents  a 
complicated  se*t  of  facts  and  cire*umstances.  Certain  e*xternal  con¬ 
ditions  were*  e)bvie)usly  important  factors  in  the  ca.se,  .such  as  falling 
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prices  and  difficulties  that  came  from  fundamental  economic  and 
business  changes.  But  in  the  final  analysis  success  or  failure  depimds 
on  the  health  of  the  business  unit,  which  again  depends  to  a  large 
extent  on  the  men  who  are  responsible  for  its  administration.  Pro¬ 
fessor  de  Roover  introduces  the  reader  to  interesting  and  diverse 
businessmen — on  the  one  hand  are  Cosimo  de’  Medici  and  Angelo 
Tani  and,  on  the  other,  Lorenzo  de’  Medici  (The  Magnificent)  and 
Tomasso  Portinari  and  France.sco  Sassetti.  These  men  are  well 
worth  an  evening’s  reading.  The  businessman  of  today  would  find 
much  in  common  with  them,  both  in  their  problems  and  in  the 
policies  and  techniques  followed  in  meeting  tho.se  problems. 

Henrietta  M.  Larson 

Business  History  Found.\tion,  Inc. 


I 


J  acques  LafTitte  and  tke  Beginnings  of 
Investment  Bank  ing  in  France 


I 

At  th(‘  clotso  of  tho  XaiM)l(‘onic  <‘ra,  the  banking  business  of  Franee 
(‘xeept  in  one  resp(*et  hat!  not  advanetn!  much  over  what  it  had  b(?en  in 
1780.  At  that  time  it  had  Immmi  dominated  by  Protestant  Swiss,  tht' 
lx*st  known  of  wliom  was  Neeker.  Some  of  them  like  the  Mallets, 
Dtiesserts,  and  Th^lussons,  deseended  from  French  Huguenots  W'ho 
had  fled  to  Geneva  and  other  places  and  in  a  later  gtaieration  returned 
to  France  as  Swiss.  The  business  of  these  bankers  consisted  in  lending 
thtir  own  funds  and  those  entrusted  to  their  care  to  w’orthy  applicants 
for  loans,  probably  merchants  as  well  as  noblemen.  They  adminis¬ 
ter'd  fortunes  for  tluir  owners,  which  is  (‘six*cially  tnie  of  the  court 
bankers  who  were  charged  with  the  financial  affairs  of  the  king  and 
his  family.  In  addition,  like  all  eightwiith-c'entury  bankers  they  had 
a  flourishing  business  in  bills  of  exchange,  including  the  accepting  of 
drafts  of  bankei>i  and  merchants  in  other  cities  and  countries.  Neeker 
is  said  to  have  organizc'd  these'  bankers  and  their  fon'ign  correspon¬ 
dents  so  as  to  provide  by  a  system  of  short-term  drafts  the  funds  for 
French  participation  in  our  Revolutionary  War.* 

.4i’thor’s  Ni)TE.  This  pap<*r  owes  much  to  the  knowled>?e  and  the  suggestions 
of  Professor  Arthur  L.  Dunham,  with  whom  the  author  closely  cooperated  over  a 
IH'ri«Kl  of  several  months.  Without  such  cooperation  this  e.xcursion  of  the  author 
into  the  field  of  French  economic  history  would  hardly  have  l>een  successful. 

Mean  Baptiste  Hoiu)re  Kaymond  t’aj)efigue,  Hiaioiie  den  grandes  operalionx 
finandens  (Paris,  IS-^VlSfiO),  vol.  I,  p.  244.  (The  payment  of  Pru.ssian  contri- 
hutions  t(»  France  in  1806  and  following  years  was  still  financed  in  the  same  way.) 
The  existen<*e  in  Paris  at  the  outbreak  of  the  American  Revolution  of  a  large 
business  in  international  finance  bills  is  proved  by  Richard  Khrenlrerg’s  material 
published  in  Das  Haas  Parish  in  Hamburg,  2d  e<l.  (.Jena,  1925),  pp.  38fT.  The 
material  is  es|)ecially  interesting,  showing  as  it  does  the  very  moment  nvhen  the 
business  in  bills  of  exchange  was  cutting  loose  from  trade  in  merchandise  which 
originally  underlay  the  drawing  and  accepting  of  those  international  bills.  Or  to 
lfM>k  at  it  from  a  different  point  of  view,  the  material  shows  how  the  banker  was 
cutting  hM)se  from  the  merchant. 
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The  iiifluenee  of  the  Swiss  bankers  began  to  decline  about  1800.  The 
Bank  of  France,  founded  that  year,  was  bound  to  depriv'e  them  of 
some  of  their  power  although  on  the  whole  it  worked  to  the  advantage 
of  the  bankers.  Its  existence  made  all  the  difference  Ix't  ween  banking 
in  Paris  in  1789  and  in  1815,  although  one  has  to  rememlHT  that  before 
the  outbreak  of  the  Rt'volution  Paris  already  ix)s.s(‘ss('d  a  bank  of 
di.scount,  the  Caisse  d'Escomptc.  In  the  troublous  y(‘ars  that  followed 
1789  some  of  the  old  banking  firms  disapiH*ared.  The  most  important 
one,  that  of  Perregaux,  was  “nationalizc'tl”  by  iM'ing  taken  over  by 
the  Catholic  Frenchman  Laffitte.  At  th(‘  same  time  new  firms  came 
up,  for  instance  those  of  Enfantin,  the  fath(‘r  of  the  St.  Simoni.st;  of 
Sanlot  and  Baguenault ;  of  Nicholas  Seilliere,  the  financier  of  Schneider 
Brothers  when  they  acquired  the  iron  works  at  Le  Creuzot*  and  of 
Hottinguer,  another  Swiss  who  at  that  time  turned  more  and  more 
from  commerce  to  banking.  If  the  names  of  th(‘  leading  bankers 
of  1815  are  compared  with  tho.se  publi.shed  in  the  almanacs  of  the 
1790’s,  one  finds  only  two  surviving  in  bu.siness,  namely,  Mallet 
(founded  in  1723)  and  D(*lessert,  while'  as  indicated  Pi'rregaux’s  hou.se 
lived  on  under  tlu‘  guidance  of  Laffitte'.^  The  process,  in  which 
XapoUnin^s  dislike  of  Protestant  individualism  may  have*  1m*(  n  a 
factor,  can  Ik'  seen  as  one  of  nationalization:  Swi.ss  and  Protestants 
were  .siqiplanted  by  Frenchmen  and  Catholics;  Jews  had  not  apix'arc'd 
on  the  stage  as  yet.  At  the  same*  time  Paris  had  b(‘come  a  financial 
market  of  overwhelming  im|H)rtance,  in  sj)ite  of  its  still  limited  siz(‘. 

II 

Regardle.ss  of  all  the  confusion  typical  of  Fix'nch  publi<'  cri'dit  under 
the  Ancien  Regime,  Parisian  bank(*rs  prior  to  1789  had  inv(‘.st(‘d  in 
public  s(‘curiti('S  and  to  that  (*xt(‘nt  had  had  to  take  lu'avy  lossc's  there¬ 
after,  for  th(‘  public  credit  of  France  was  all  but  destroyc'd  during  tlu' 
Revolution.  In  tho.sc*  years  the  rentiers  wore  paid  in  as.signats, 
wealthy  jx'ople  had  to  sub.scrilM'  to  forced  loans,  and  ultimat(*ly  in 
1797  a  partial  bankruptcy  extinguish(‘d  two-thirds  of  what  then  still 
existed  of  the  public  debt.  When  Napoleon  came  into  power  he  did 
nothing  .to  restore  public  credit.  Since  h(‘  had  ex|K‘rienced  the  break¬ 
down  of  the  Ancien  R^ime  under  the  weight  of  an  unorganiz(“d  public 


*The  above  data  are  taken  from  Capefigue,  op.  cit.,  vol.  I,  pp.  241,  242,  244;  vol. 
II,  pp.  81,  112,  183,  204,  323,  330.  As  to  the  Mallets,  see  l)eux  siMes  de  banque: 
Mallet  Freres  et  Cie,  1723-1923  (privately  printed  in  1923). 
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debt  and  since  he  was  not  a  financi(‘r,  it  IxTaine  a  matter  of  principle 
for  him  not  to  float  any  public  s(‘ciirities  and  to  limit  tlu*  public  d(‘bt 
to  the  fixed  amount  of  50,000,000  francs.^ 

Nevertheless  during  all  that  time  bankers  and  war  profiteiTs  w(*re 
not  only  willing  but  anxious  to  coopt'rate  with  any  government  in  tin* 
restoration  of  French  public  crixiit,  since  that  r(‘st oration  would  mean 
business  opportunity  for  them.  Among  the  war  profiteers  stands  out 
Gabriel  Julien  Ouvrard,  who,  to  use  the  contem|X)rary  Anglo-Saxon 
slogan,  believed  in  the  public  debt  as  Ix'ing  a  jmblic  blessing.  He  lent 
money  to  the  Directory;  and  at  alx)ut  the  same  time  (in  1797)  a  group 
of  bankers  offered  a  loan  for  the  pro.s(‘cution  of  the  war  with  England. 
This  group  con.sisted  of  such  mi'ii  as  P(*rregaux,  Busoni,  LeCoultcmlx. 
Fulchiron,  Saillard,  Jubi^,  Enfantin,  R^*ami(‘r,^  I)(*pr(‘z,  Barillon, 
and  D4cr4tot. 

Nothing  came  of  this  offer,  but  slightly  later  W(‘  find  another  group 
of  bankers  advancing  10,000,000  francs  against  securiti(‘s  of  a  lottery 
loan  type,  acting  as  what  one  would  have  called  loan  contractors  in 
England.  In  this  group  we  find,  again,  Perregaux  and  R^camier  and  in 
addition  Hottinguer,  Mallet,  Deles.sert,  and  Sanlot,  names  which  .sixin 
were  to  stand  out  among  what  came  to  lx‘  called  tlx*  Haute  Banque. 
Finally  in  1815  Ouvrard,  mentioiu'd  above,  financixl  the  Hundred 
Days  by  paying  50,000,000  francs  to  the  p]mix*ror,  receiving  in  return 
5,000,000  francs  of  revdes  previously  h(‘ld  by  tlx'  Caisse  d'  Amortisse- 
merdJ* 


’Marcel  Marion,  Histoire  Jinajicicre  <k  la  France  depuis  /?/•>  (Paris,  1914-1931), 
vol.  IV,  pp.  334ff;  A.  Viihrer,  Histoire  de  la  dette  pvblique  en  France  (Paris,  1886), 
vol.  II,  pp.  32,  46. 

^H6camier  was,  next  to  Perregaux,  the  leading  French  hanker  of  the  jXiriod  aixl  the 
husband  of  the  famous  beauty.  He  was  the  guiding  spirit  of  the  Caisse  des 
Com  ptes-C on  rants,  founded  in  the  I790’s  as  one  of  the  first  French  banks  of  i.ssue 
and  later  merged  into  the  newly  founded  Hank  of  France.  Thus  HA'amier  became 
one  of  its  earliest  regents.  H<H*amier  had  been  one  of  the  ))iggcst  sfMiculators  in 
assignats.  As  late  as  1803  he  played  a  leading  part  in  handling  the  crisis  <»f  that 
year,  but  he  failed  shortly  thereafter. 

®See  Marion,  op.  cit.,  vol.  IV',  pp.  79,  389;  V'vihrer,  op.  cit.,  vol.  I,  pp.  417,  418,  vol. 
II,  pp.  49,  50;  Capefigue,  op.  cit.,  vol.  II,  pp.  198,  199;  Baron  Gonsalve  de  \ervo, 
Les  Finances  fran^aises  sous  la  Restanration  (Paris,  1865-1868),  vol.  I,  p.  96; 
Gabriel  Ramon,  Histoire  de  la  Hanque  de  France  d’aprcs  les  sources  originates 
(Paris,  1929),  p.  93;  Otto  Wolff,  Die  Geschdfte  des  Herrn  Ouvrard  (Frankfurt  am 
Main,  1933),  pp.  174,  284;  Arthur  L^vy,  I’n  Grand  projiteur  de  guerre  sous  la 
Revolution,  VEmpire  et  la  Restanration,  G.  'j.  Ouvrard  (Paris,  1929),  p.  200. 
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It  would  paradoxical  that  in  spite  of  their  hostility  to  public 
credit  the  R(‘Volution  and  Empire  paved  the  way  for  the  emergence  of 
modern  public  credit  in  France;  neverthi'less  it  is  tnie.  During  the 
Revolution  the  existing  public  debts  w’eri'  consolidated  into  five  per 
cent  iK'rpetual  annuities  (rentes),  or,  in  otlu‘r  words,  standardized. 
TluTeby  an  imi)<‘dim(‘nt  to  tin*  d(*v(‘lopment  was  removed.  At  the 
sam(‘  time,  in  Him*  with  the  English  example,  th<‘  Grand  Livre  de  la 
Dette  Publique  was  brought  into  exist(‘nc(‘,  which  was  soon  to  guarantee 
the  security  and  facilitate  the  transfer  of  the  titles.®  NapoUnjii,  on 
the  oth(*r  hand,  by  refraining  from  floating  loans  left  a  void  which 
could  1h‘  filled  all  the  more  rapidly.^  As  a  matter  of  fact  in  1816  there 
existed  only  about  63,000,000  francs  of  rentes,  40,000,000  of  which 
dated  back  to  the  Ancien  Regime,  having  survived  the  hanqueroute 
des  deux  tiers,  while  tlu*  rest  had  lx*en  floated  thereafter.  The  whole 
was  held  in  Pans.  The  provinces  had  not  taki'ii  any  interest  in  sc*cu- 
rity  holdings  as  yet.® 

French  privati*  ent<*rprise  b<*came  interested  in  the  business 
|K>s.sibiliti(*s  resulting  from  the  foundation  of  modern  public  credit  in 
France  largely  through  the  work  of  Perregaux’s  assistant  and  succes¬ 
sor,  Jacques  I.^ffitte  (1767-1844).  This  is  natural,  for  Jean  Fr4d4ric 
Perregaux  (1744-1808)  had  Ix'cn  the  most  important  banker  of  the 
Ancien  RSgime.  \\v  havt*  met  his  name  re|x*atedly  in  connection 
with  early  attempts  at  financing  ixist-Revolutionary  French  govern¬ 
ments.  I..affitt(*  him.s(‘lf,  tlx*  .son  of  a  Bayonne  carpimter,  was  a 
creative  entrepreneur  and  a  powerful  bu.siness  leader.®  In  his  youth 
he  had  Ixxmi  (“inployed  by  a  provincial  merchant  w’ho  took  an  interest 
in  banking  and  insurant*  and  who  in  1787  obtained  for  Laffitte  a 

“Vuhrer,  op.  cit.,  vol.  I,  p.  3.55;  Gorges,  Lm  Dette  publique:  htstoire  de  la  rente 
franqaise  (Paris,  1884),  p.  136;  Capefigue,  op.  cit.  vol.  11,  p.  195. 

^By  1815  the  British  public  debt  was  twenty  times  as  large  ptT  head  of  the  popula¬ 
tion  as  was  that  of  France  where  it  amounted  to  50  francs  per  head.  See  S4e, 
Framosische  WirtschafLsgeschichte  (.lena,  1930,  1936),  vol.  II,  p.  147. 

*Xervo,  op.  cit.,  vol.  I,  p.  344;  Viihrer,  op.  cit.,  vol.  II,  pp.  47,  57. 

’•I^ffitte’s  Memoite.s,  ed.  by  Paul  Duchon  (Paris,  1934)  must  be  used  w’ith  even 
more  caution  than  other  autobiographies,  but  they  are  most  interesting;  see 
especially.  Introduction,  pp.  xi,  xii,  xv,  xviii,  and  Iff,  55,  56,  60, 64,  70,  75,  80,  81ff, 
90ff,  lOOff,  114ff,  117,  118,  119ff,  295,  331ff,  337ff. 

Material  on  Laffitte’s  economic  and  business  activities  is  furthermore  to  be 
found  in  Comte  de  Montalivet,  “I^e  Roi  Dmis  Philippe  et  sa  liste  civile,”  Revues 
des  Deux  Mondes,  18.50,  pp.  112-145;  Paul  Duchon,  “Les  Mdmoires  de  Jacques 
Ijiffitte,”  ibid.,  1930,  pp.  289ff;  Cajxfigue,  op.  cit.,  vol.  II,  pp.  244,  321,  vol.  Ill, 
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position  with  Perregaux.*®  After  the  latter’s  death  Laffitte  Iwame  his 
successor,  and  he  dev'eloped  the  firm  until  ultimately  it  b(*came  one  of 
the  largest  and  best-known  European  banking  enterprises  of  the 
period.  As  its  importance  grew  its  name  was  ehanged  from  Perregaux, 
Laffitte  et  Cie,  assumed  in  1808,  to  J.  Laffitte  et  Cie. 

In  the  beginning  I..affitte’s  success  was  due  to  his  ability  to  lure 
money  out  of  hoards:  he  lent  it  to  industry,  charging  a  high  risk 
premium.  By  1814  he  gained  much  by  bullish  speculations  in  English 
currency.  Thereafter  he  had  for  years  the  ust'  of  .several  millions 
entni.sted  to  him  by  Najioleon  before  the  latter  surn*ndered  to  the 
English.  At  that  moment  he  was  generally  considered  a  friend  of  the 
Empire,  while  actually  he  was  rather  opposant  discret.*'  Because 
of  this  mi.sjudgment,  his  hou.se  did  a  considerable  business  with 
imperial  dignitaries  who  kept  their  accounts  with  his  bank,  and  he 
financed  whatever  imports  were  licensed  und(‘r  the  Berlin  and  Milan 
decrees.  These  activiti(‘s  of  I.,affitte,  however,  did  not  keep  the 
Bourbons  from  making  us(*  of  his  .services  when  they  returned:  they 
also  made  depo.sits  in  I..affitte’s  enterprise. 

Laffitte  first  took  an  interest  in  financing  the  government  when  in 
1815  he  sold  on  a  commission  basis  300,000  francs  of  rentes  for  the 
imperial  trea.sury.*^2  Shortly  thereafter  in  his  capacity  as  the  pro¬ 
visional  governor  of  the  Bank  of  France  he  gained  additional 
experience  in  the  new  field  when  the  Bank  made  advances  to  the 


pp.  9,  21, 25,  51, 66,  73, 82,  85, 90,  113,  138,  137,  145,  146,  165,  166,  170ff;  Marion, 
op.  cit.,  vol.  V,  pp.  1 15, 120, 121 ;  Hannon,  op.  cit.,  see  Index;  Viihrer,  op.  cit.,  vol.  II, 
pp.  52,  53;  S4e,  op.  cit.,  vol.  II,  p.  148.  .lean  Lhomer,  Le  Banquier  Berregaux  et  sa 
fiUe,  la  Duchesse  de  Haguse  (Paris,  1926),  pp.  17, 18,  39ff;  Andr6  I.ies.se,  Evolution  of 
Credit  and  Banks  in  France  from  the  Founding  of  the  Bank  of  France  to  the  Present 
Time  (Washington,  1909),  pp.  42,  43;  the  same.  Portraits  des  financiers  (Paris, 
1908),  pp.  247ff;  (Charles  Marehall,  Souvenirs  de  J.  Laffitte  (Paris,  1844),  vol.  I, 
pp.  216,  230ff;  V.  A.  Xigohosian,  La  Liberation  du  territoire  franqaise  aprks 
Waterloo,  ISl-i-lSlS  (Thesis,  Paris,  1929),  see  Index;  Vincent  Xolte,  Fifty  Years 
in  Both  Hemispheres  (Xew  York,  1854),  pp.  291,  303.  I.4iffitte  had  business 
relations  with  Stephen  Girard;  see  A.  M.  Sakolski,  The  Great  American  Ixind 
Bubble  (Xew  York,  1932),  p.  203. 

‘"About  Perregaux  .see  Ramon,  op.  cit..  Index;  Lhomer,  op.  cit.,  passim;  Capefigue, 
op.  cit.,  vol.  I,  pp.  87,  88,  243,  244;  .Jean  Bouchary,  Les  Manieurs  d’argent  d  Paris 
d  la  fin  du  XVI IP  siecle  (Parts,  1943),  vol.  Ill,  pp.  llff. 

“Thomas  Coutts  in  Ix)ndon  was  Laffitte’s  correspondent. 

‘*Xigohosian  claims  I^affitte  bought  rentes  with  a  capital  value  of  2,0(K),000  francs; 
op.  cit.,  p.  17,  ffM)tnote  and  p.  26,  footnote. 
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royal  government  secured  by  rentes.  I^ffitte  himself  lent  the  treasury 
10,000,000  francs  at  five  per  cent  without  commission  (that  is  to  say, 
his  own  funds),  while  other  leading  bankers  such  as  Delessert,  Hot- 
tinguer,  and  Baguenault  still  shied  away  from  such  transactions.  Thus 
it  was  logical  that  in  1816,  besides  the  last-named,  Ijaffitte  alone  of  all 
French  bankers  was  willing  to  engage  in  the  negotiations  of  the 
rentes  authorized  by  the  law  of  that  year.*^ 

A  few  months  later  (in  the  winter  of  1817)  I.Affitte  plunged  with  all 
his  energy  into  the  new  busine.ss,  ap|)earing  as  an  ally  of  th<*  Barings 
of  Ixindon  and  the  Ho|x*s  of  Amsterdam,  who  are  said  to  have  had 
business  relations  with  Perregaux  as  early  as  1800.*^  As  a  matter  of 
fact,  l^ffitte  claimed  to  have  l)een  the  first  to  conceiv^e  the  plan  of 
floating  s(*curities  to  mobilize  the  French  debts  to  the  allies  contracted 
under  the  Peace  Treaty  of  1815.  However,  this  claim  must  be  denied 
by  the  historian  for  it  is  certain  that  he  was  one  of  those  Fnuich 
bankers  who  in  1816  objected  to  an  attempt  at  floating  a  loan  on  the 
ground  that  the  country  would  be  unable  to  borrow  abroad.*®  But  he 
reversed  his  position  soon  afterwards,  and  from  then  on  there  was 
hardly  another  banker  in  contemporary  France  equally  well  informed 
on  the  history  and  theory  of  public  credit.*®  On  top  of  that  he  saw 
clearly  that  the  restoration  of  French  public  credit  depended  solely 
on  the  favorable  attitude  of  foreign  investors  and  speculators.  As  he 
him.self  claimed,  he  can  be*  con.sidered  one  of  the  principal  creators  of 
modern  public  credit  in  France. 

Laffitte  was  undoubtedly  an  important  ally  for  the  Barings  and 
Hopes  when  the  latter  set  out  to  mobilize  the  French  reparations  by 
flotations  of  securities  gigantic  for  that  time.  It  is  not  our  task  to 
de.scribe  here  in  detail  the  iK'ginnings  and  development  of  these  loan 
flotations  which  are  rightly  famous  in  Europt*an  financial  history. 
Suffice  it  to  say  here  that  Baguenault  and  Ouvrard  had  been  the  men 
to  feel  out  Alexander  Baring  and  to  bring  him  to  Paris  for  negotia¬ 
tions.*^  As  soon  as  the  flotations  were  under  way  I^affitte  must  have 

pp.  21,  22,  seems  to  refer  to  these  tran.sactions. 

'^Capefigue,  op.  cit.,  vol.  II,  pp.  245,  321. 

**Nij?ohosian,  op.  cit.,  p.  2,  f(K)tnote. 

‘®See  his  m6moire  of  1816  or  1817  in  V’^ital  Roux,  .inalyse  historique  de  V etablUne- 
hient  dll  crHit  public  en  France  (Paris,  1824),  pp.  56ff,  151,  160. 

•^Xinhohosian,  op.  cit.,  p.  22,  footnote.  For  a  description  of  these  transactions,  see 
Iceland  H.  .Jenks,  The  Migration  of  British  Capital  to  lH7o  (\ew  York,  1927),  pp. 
33fT. 
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lH‘Com(‘  most  valuable  to  the  foreign  houses.  He  was  at  that  time  as 
mentioned  above  provisional  governor  of  the  Bank  of  France,  on  the 
policy  of  which  depended  to  a  certain  degree  the  outcome  of  the  loan 
ojx‘rations  of  1817  and  1818.  Moreover,  as  a  memlx*r  of  th(‘  finance* 
commi.ssion  appointed  by  the*  king  and  as  a  Deputy,  Laffitte  was  able* 
to  defend  the  plans  in  government  circles  and  in  the  Chamlrn-  as  he 
actually  did.*®  Y(‘t  his  business  interests  did  not  keep  him  from  an 
about-face  when  it  suited  Laffitte  as  a  politician. 

It  was  und(‘r  the.s(‘  circumstances  that  the  first  tranche  of  the* 
Fr(‘nch  loan  of  1817  was  floated  by  the  Barings  and  Hope's,  who  in- 
\dted  I.<affitte,  Baguenault,  Gre*ffuihe,  anel  Hottinguer  to  act  as 
subcontractors  and  to  take  one*-twelfth  of  the  issue  each.  This 
transaction  and  a  fe‘w  others  to  lie  discusse'd  pre\sently  are  of  great 
interest:  it  was  here  that  a  small  numl)e*r  of  Fremch  bankers  as  allies 
and  .subcontractoi-s  of  the  Barings  and  Hopes  re'cedved  their  training 
in  what  one  e*alls  investment  banking  today.  This  f^mall  group,  not 
to  say  clique*,  of  bankers  was  sexin  to  be*ce)me  the  nucle*us  e)f  the  Haute 
Banque.^^ 

When  the  third  tranche  e)f  the  Fivnch  loan  of  1817  was  ne*gotiate*d  in 
July,  I.iaffitte  elre'W  the;  De‘les.serts  into  the  circle  e)f  embryonic  invest¬ 
ment  bankers.  The  banking  house  of  Dele*.s.sert  et  Cie  had  l)een 
e.stablishe‘d  in  1777  by  the  highly  cre*ative  Etienne  Deles.sert  (1735- 
1816),  a  Calvinist  and  sein  of  a  Lyon  merchant.  He  founeled  the  first 
French  fire*  insurane*e  company  in  1782  and  hael  a  share*  in  the  fenmda- 
tion  in  1777  eif  the  Caime  d'Escompte,  France’s  very  first  bank  of  is.sue* 
and  di.scount,  which  was  dc*stre)ye*d  during  the  Re*volution.  Later  in 
his  life  he*  teiok  an  interest  in  the  e*conomic  impreivement  of  his 
country,  being  for  instance*  amemg  the  first  to  imixirt  Merinos  inte) 
France.  In  1817  the*  firm  was  aelministere*el  by  Etienne’s  sons,  Be*n- 
jamin  (1773-1847)  and  Francois  Marie  (1780-1868).  The  former, 
exlucated  in  Scotland  anel  familiar  with  meidern  English  industrial 
methexls,  lK*came*  a  re*gent  of  the*  Bank  of  France*  in  1803  anel  was 
later  .succee*de*el  by  his  brothe*r.  Inte're*ste*d  in  inelustrial  pre)gre'ss  all 

‘"Roux,  op.  cit.,  pp.  154ff,  195ff. 

‘*Al)out  Hottin>?uer  more  will  be  said  later.  Greffullie  was  a  banker  who  .special¬ 
ized  in  investments  in  urban  real  estate  and  mortgages  and  was  a  close  personal 
friend  of  the  royal  family,  which  fact  gave  him  .social  prominence.  His  partner 
w'as  or  was  soon  to  become  l>bain  Sartoris,  an  able  and  exceptionally  well  in¬ 
formed  engineer  whose  role  in  the  promotion  of  internal  improvements  wa.s 
considerable. 
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his  life,  he  brought  sugar-beet  refining  and  cotton  spinning  to  France 
and  was  instrumental  in  crt'ating  French  savings  banking,  which  was 
developed  by  Francois,  the  actual  head  of  the  banking  house.^ 

Laffitte  had  g(K)d  reasons  to  look  out  for  allies  as  strong  as  the 
Delesserts,  for  he  wished  to  rise  into  the  rank  of  original  contractors 
to  the  third  tranche  of  the  loan  of  1817.  According  to  his  plan  he 
hims(‘lf  and  the  Delesserts  would  each  take  one-fourth  of  the  tranche 
so  that  only  one-half  would  remain  for  the  Barings  and  Hopes. 
Ijaffitte,  however,  did  not  succeed  in  this  plan  although  in  the  contract 
he  and  the  Deles.serts  appeartnl  as  full-fledged  contractors.  Among 
the  reasons  for  his  failure  may  have  been  the  fact  that  Alexander 
Baring  disliked  the  Delesserts.  Actually  both  houses  had  to  be  satis¬ 
fied  with  the  r61e  of  subcontractors,  each  taking,  like  Baguenault, 
Greffulhe,  and  Hottinguer,  one-twelfth  of  the  tranche.  In  other 
words,  French  bankers  as  subcontractoi-s  handled  five-twelfths  of  the 
loan.**  In  the  spring  of  1818  Ijaffitte  again  aimed  at  doing  business 
at  par  with  the  Barings  and  Hopes,  who  were  then  contracting  for 
another  French  loan.  He  succeeded,  as  he  claims,  in  making  an 
agreement  according  to  which  the  Barings,  Hopes,  he  hinLself,  the 
Delesserts,  and  the  Rothschilds  would  each  take  one-fifth  of  the  issue. 
But  once  more  Laffitte  met  with  a  disappointment.  He  suspected  that 
the  ministers  forced  Alexander  Baring’s  hand  so  that,  disregarding  the 
agreement,  he  did  not  admit  I.affitte  and  Delessert  to  anything  but 
subcontracts  amounting  to  2,000,000  francs  of  rentes  each,  while  the 
Rothschilds  were  allowed  a  .subcontract  for  1,000,000  francs. 

It  is  in  connection  with  this  loan  of  1818  that  the  Rothschilds 
started  breaking  into  the  newly  formed  clique  of  French  investment 
bankers  and  that  Jewish  influence  Ix'gan  to  be  felt  in  the  field  of 
French  public  credit.  James  Rothschild  (1792-1868)  was  the  son  of  a 
Frankfurt  trader,  coin  dealer,  money  lender,  and  go-b(‘tween.  He 
had  arrived  in  Paris  in  1817  and  had  founded  the  firm  of  Rothschild 
Frferes,  which  was  part  and  parcel  of  the  concern  that  under  Nathan 
Rothschild’s  admirable  leadership  was  to  raise  modern  investment 
banking  to  a  level  unheard  of  before.  As  a  membtT  of  this  group  of 
Rothschild  firms,  the  principal  bankers  of  the  Holy  Alliance,  James 

*®E.  Bayard,  La  Caisse  d'epargne  et  de  prevoyance,  2d  ed.  (Paris,  1900),  pp.  13ff; 
Grande  Encyclop^die:  Hamon,  op.  cit.,  Index;  Bouchary,  op.  cit.,  vol.  Ill,  pp.  91ff. 

^'Xigohosian,  op.  cit.,  pp.  200,  201,  reprints  the  contract  in  question  but  is  not 
aware  of  the  chaiif^e  which  took  place  when  the  time  came  for  its  execution. 
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soon  became  the  most  important  floater  of  French  government  loans. 
More  will  be  said  about  his  contribution.  A  few  other  Jewish  bankers, 
such  as  d’Eichthal,  Cahen  d’Anvers,  and  Fould,  appeared  on  the 
stage  about  the  same  time. 

After  I.^iffitte  had  once  entered  investment  banking  he  remained 
interested  therein  for  the  rest  of  his  life.  As  early  as  1818  this  interest 
made  him  one  of  the  men  who  brought  French  savings  banking  into 
being.  In  cooperation  with  Benjamin  Delessert,  the  leader  of  the 
group,  Scipion  P4rier,  Hottinguer,  Michel  Fr4d6ric  Pillet-VVill,  and 
others,  he  helped  found  the  Caisse  d'Epargne  et  de  Privoyance  in  Paris 
which,  following  the  example  of  the  earlier  English  savings  banks,  was 
to  receive  and  keep  the  savings  of  the  working  class,  accumulating 
interest  thereon  until  a  rente  of  50  francs  could  lie  acquired  for  th<* 
depositor.  It  is  not  intended  to  depreciate  the  philanthropic  motives 
of  the  founders,  but  philanthropy  was  in  this  case  sound  and  sane 
business,  opening  a  new  market  for  securities  in  the  flotation  of  which 
Laffittc,  Delessert,  and  Hottinguer  had  become  so  deeply  interested.^^ 

In  the  1820’s  (1821,  1823)  we  find  Laffitte  competing  for  the  rentes 
of  those  years  and,  as  will  be  shown  later,  for  foreign  issues  also.  At 
times  he  competed,  at  other  times  he  cooperated  with  the  Roths¬ 
childs,  both  at  home  and  abroad.  The  former  he  did  in  1821,  1822, 
and  1823:  in  1821  Laffitte,  as  well  as  the  Rothschilds,  was  unsuccess¬ 
ful  in  bidding  for  French  rentes,  while  in  the  later  years  Laffitte  and 
Fould,  leading  a  group  of  French  bankers,  lost  an  Austrian  loan  to 
the  Roth.schilds.23  On  the  other  hand,  they  cooperated  in  1825  when 
Laffitte  and  the  Roth.schilds  were  members  of  a  French  group  which 
floated  a  loan  for  Haiti  with  the  proceeds  of  which  France  was  to  be 
indemnified  for  the  lo.ss  of  the  island. 2*  Most  important,  however,  was 
their  working  hand  in  hand  in  the  abortive  conversion  of  the  French 
rentes  of  1824  planned  by  the  minister  of  finance  Villfele  and  rightly 


^^Gorges,  op.  cit.,  p.  219;  Pierre  de  Joinville,  L'Armateur  Halguerie-StiiUenberg 
(Paris,  1914),  p.  184;  Bayard,  op.  cit.,  pp.  13ff. 

*®Comte  E(;on  Cesar  Corti,  Der  A  ufstieg  des  Hanses  Hothschild  1770-lsSO  (I^ipzig, 
1927),  pp.  317,  318. 

^*Ibid.,  p.  347.  The  other  members  of  the  syndicate  were  J.  Hagermann,  Blanc- 
Colin  et  Cie,  Ardoin  Hubbard  et  Cie,  Cesar  de  Lapanouze,  Paravay  et  Cie,  and  la.st 
but  not  least,  the  Syndicate  of  the  Receivers  General.  The  group  defeated  another 
consisting  of  Dele.ssert  et  Cie  and  Andr6  et  Cottier.  See  Jacques  Bresson,  L'His- 
toire  financi'ere  de  la  France  depots  Vorigine  de  la  monarchie  jiisqu’  a.  Vann6e  1828 
(Paris,  1829),  pp.  400,  401. 
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famous  in  the  history  of  public  finance.  On  this  occasion  I^affitte 
came  out  with  a  pamphlet,  Reflexions  sur  la  Reduction  de  la  Rente  et 
sur  VEtat  du  Credit,  in  which  he  defended  the  plan  and  tried  to  explain 
its  significance  to  the  public.^®  I.affitte  w'as  guided  by  the  idea  that 
the  payment  of  interest  above  the  market  rate  by  the  government  was 
detrimental  to  commerce  and  industry,  for  it  tend(*d  to  increase*  the 
price  of  loanable  funds.  He  also  showed  a  remarkable  understanding 
of  the  fact  that  the  increa.sed  accumulation  of  capital  was  resulting, 
and  would  go  on  resulting,  in  the  decreasing  rate  of  interest  and  in 
increa.sing  wages  and  salari(*s.2® 

I^affitte’s  success  in  business  was  extraordinary  and  he  accumulated 
one  of  the  largest  fortunes  of  his  time  in  France.  Xev’ertheless,  while 
Finance  Minister  of  the  newly  elected  king,  Ix>uis  Philippe*,  he  al¬ 
lowed  the  assets  of  his  firm  to  become  frozen.  We  do  not  know  the 
details  of  I.affitte’s  banking  operations,  .so  that  we  cannot  say  what 
mistakes  of  judgment  he  may  or  may  not  have  committed.  But  it  is 
clear  that  he  was  one  of  the  chief  victims  of  a  depres.sion  that  had 
begun  in  1827  and  was  prolonged  by  the  July  Revolution  until  1832. 
Other  bankers,  .such  as  the  Roth.schilds,  were  embarra.s.stHl  and  .several 
important  manufacturers,  such  as  Baron  Ternaux,  the  de  Neuflize 
brothers  of  Sedan,  and  Puyraveau,  failed.  Financial  aid  from  his 
sovereign  and  the  credit  voted  by  the  Chambres  for  commerce  and 
industry  ser\T*d  only  to  permit  I..affitte  to  liquidate  his  enterpri.se 
without  pressure.  The  surprising  ineffectiveness  of  the  help  from  the 
king  was  due  to  his  pei*sonal  indiscretion,  which  cau.sed  enough 
publicity  to  bring  about  the  very  crisis  his  Majesty  had  hoped  to 
avoid. 

It  was  I..affitte,  as  should  be  stressed  oiK*e  more,  who  opened  the 
road  to  modern  French  investment  banking  when,  in  1817  and  1818, 
he  became  the  leading  ally  and  subcontractor  of  the  Barings  and 
Hopes.  Hardly  had  he  done  so  when  a  second  group  of  would-be 
inv’^estment  bankers  appeared  on  the  scene.  This  group  was  led  by 
Ca.simir  P^rier  (1777-1832),  generally  known  as  a  liberal  statesman 

pamphlet  wa.s  bitterly  attacked,  for  instance,  by  .1.  .1.  Fazy,  Opuscules 
financiers  sur  Veffet  de  privileges,  des  emprunts  publics  et  des  conversions  sur  le 
cridit  de  Vindustrie  en  France  (Paris,  1826),  pp.  107ff.  The  second  part  of  this 
booklet  is  entitled  Examin  et  refutation  de  Vouvrage  de  M.  Lafitte  [sic)  sur  le 
remhoursement  et  la  conversion  de  la  rente. 

^^Refiexions,  p.  48. 
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and  minister  of  Louis  Philippe.  Casimir’s  father,  Jacques  Constantin 
(1742-1818),  had  been  an  industrialist,  a  deviser  of  atmospheric 
engines,  and  the  builder  of  a  foundry  at  Chaillot  which  in  the  1790’s, 
at  the  outbreak  of  the  French  revolutionary  wars,  provided  France 
with  much  of  her  cannon.  Casimir  himself  and  his  brother  Scipion 
(1776-1821)  founded  in  1801  the  banking  house  of  P4rier  Frferes, 
which  was  distinguished  by  its  controlling  and  financing  industrial 
enterprises,  such  as  sugar  refineries,  cotton  and  woolen  spinning  mills, 
and  the  foundry  at  Chaillot.  Scipion  was  interested  in  the  technical 
aspi'cts  of  the  plants  under  his  control.  He  introduced  gas  light  into 
France  and  administered  the  first  marine  insurance  company  founded 
in  his  country.  Ca.simir,  in  contrast,  was  the  financial  genius  of  the 
firm  and  a  successful  speculator.  He  took  the  lime  light  when  he 
started  fighting  the  French  loan  flotations  of  1817  and  1818,  and  this 
political  struggle  of  his  marked  the  beginning  of  a  public  career  in 
which  he  became  the  bitter  enemy  of  VillMe.  On  top  of  that  he  tried 
to  wrest  the  business  from  the  Barings  and  Hopi's.  P6rier’s  allies  in 
this  attempt  of  1818  at  competing  with  the  foreign  houses  and  their 
French  friends  were  [Dominiquel  Andr6  et  [Francois]  Cottier  and  a 
few  other  firms  which  seem  to  have  remained  unimportant,  at  least  in 
the  field  under  investigation.*^ 

Three  years  later  French  investment  banking  ap|x*ars  as  an  estab¬ 
lished  business.  This  is  shown  by  the  keen  competition  for  the 
12,000,000  francs  of  rentes  of  1821.  An  alliance  of  the  Baguenault, 
Delessert,  and  Hottinguer  firms  (perhaps  backed  by  the  Hopes)  was 
victorious.  ‘It  defeated  Laffitte;  the  Rothschilds,  Collot,  and  their 
supporters,  the  Receivers  General;  Greffulhe,  Sartoris  et  Cie;  and 
Ricardo  and  Company  of  London.  The  victors  were  strong  enough 
to  have  a  capital  of  more  than  205,000,000  francs.** 

The  flotation  of  rentes  of  1821  is  interesting  for  various  rt'asons. 
In  this  year  for  the  first  time  French  investment  bankers  were  able  to 
supply  the  capital  nec'ds  of  the  French  government;  foreign  houses 
were  now  exjx'lled  for  good.  Furthermore,  there  n'apjx'ared  on  the 
stage  old  actors  who  were  to  play  a  novel  and  increasingly  important 
role,  the  Receveurs  Giniraiix.  When  bidding  for  the  rentes  of  1821  the 


*^Nigohosian,  op.  cit.,  pp.  151,  152.  The  other  participants  in  the  group  were  L. 
Durant,  Boucheret,  H.  Hertsch  et  Blanc;  Martin  d’Andrd  et  Fils;  Thuret  et  Cie. 

*®Bresson,  op.  cit.,  vol.  II,  p.  346;  Nervo,  op.  cit.,  vol.  I,  p.  500;  Vuhrer,  op.  cit., 
vol.  II,  pp.  538,  539. 
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Receivers  General  were  not  yet  permaiu'ntly  organized.  But  they 
had  made  loose*  arrangements,  one  of  them,  Biicogne,  probably  being 
the  prime  mover  and  Count  Corvetto,  mini.ster  of  finance,  the  foster 
father.  They  were  not  succe.s.sful  as  bidders  as  yet,  and  in  their 
attempts  slightly  later  to  uphold  the  price  of  rentes  they  lost  heavily. 

The  part  played  by  the  Receivers  General  in  French  financial  and 
industrial  development  in  the  nineteenth  century  nt*eds  further  study. 
They  had  lK*en  established  in  the  fourteenth  century  to  collect  the 
produce  of  the  domains.  Ha\ing  .served  in  this  capacity  for  centuries 
and  at  tim(*s  p(‘rforming  .some  of  the  functions  of  bankers  of  the  king, 
they  wen*  i-eorganized  under  the  Consulate  to  a.s.semble  the  funds 
levied  by  various  financial  ag(*ncies  of  the  government.  In  contrast  to 
the  Fermiers  Gin^raux  of  the  Ancien  Regime  they  wen*  tax  officials, 
not  tax  contractors,  but  th(*ir  position  was  ambiguous.  The  Receivers 
General  were  required  to  subs<*rib(*  as  their  monthly  obligation  one- 
twelfth  of  the  tax  roll.  The  difficulty  of  actually  rai.sing  the  taxes  was 
taken  into  coiLsideration,  and  they  were  chargc*d  for  each  installment 
four  months  after  the  end  of  the  month  of  payment  while  interest  was 
paid  to  them  for  the  intermediate  p(*riod.  Consequently,  they  could 
not  only  lx*  lenient  with  the  public  but  since  the  tax  income  varied 
from  month  to  month  they  had  at  times  surplus  funds  available  which 
they  could  use  at  their  discretion.  In  1806  Count  Mollien,  then 
minister  of  finance,  i.ssued  a  dec«*e  according  to  which  the  Receiver 
General,  one  of  whom  was  Ux*at«*d  in  evt*ry  departement,  no  longer 
could  u.s(*  such  temporary  surplus  funds  as  they  pleased;  they  must 
pay  them  immediately  as  interest-lx*aring  advances  into  the  treasury. 
At  the  same  time*  tlx*  large*st  ix>s.sible  advances  were  encouraged  .so 
that  each  of  the  R(*c(*ivei*s  lx*came  a  ^^functionnaire  hanquier”  (quasi¬ 
banker),  raising  funds  on  his  own  credit  for  the  lx*nefit  of  the  govern¬ 
ment  and  receiving  an  interest  thereon. 

In  1826  Villfele  organized  these  amphibious  tax  officials  into  the 
Syndicat  des  Receveurs  Gineraux.  Although  they  w<*n*  free  to  join  or 
to  stay  out,  all  of  the  R«*ceivers  Ge*neral  felt  morally  bound  to  partici¬ 
pate.  The  syndicate  .soon  came  to  co6pt*rate  with  the  government  as 
well  as  with  the  Bank  of  France  and  at  times  even  with  the  Haute 
Banque  in  the  development  of  the  country’s  public  credit  and  utilities 
.such  as  railroads.  Although  retaining  their  status  as  officials,  the 
Rec(*iv(*rs  General  ap|x*ared  also  as  promoters  and  entrepreneurs, 
almost  as  investment  bankers,  lx)th  individually  and  collectively. 
Their  rdle  as  railroad  financiers  was  considerable ;  some,  resigning  from 
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their  official  position,  became  full-fledged  bankers,  such  as  Delahante 
of  Lyon  and  the  founders  of  the  Caisse  Centrale  du  Commerce  et  des 
Chemins  de  Fer. 

Bresson  has  dealt  with  the  reasons  for  the  formation  of  the  Syndi¬ 
cate  of  the  Receivers  General,  as  will  be  described  presently,  and  a 
modern  author  has  added  that  Villfele  was  under  fire  for  having  used 
government  funds  in  bolstering  the  price  of  rentes  on  the  Bourse. 
Since  he  wished  to  avoid  the  continuance  of  such  criticism  and  since 
he  considered  such  actions  indisiwiisable,  he  shifted  them  to  a  seem¬ 
ingly  independent  body.  According  to  Bresson, the  Receivers 
General  vied  with  each  other  in  having  in  the  treasury  the  largest 
possibl(‘  deposits,  for  which  they  rect'ived  four  per  cent  interest.  Their 
advances  amounted  by  1825  to  twenty-tnght  or  thirty  million  francs. 
Vill^le  considered  this  .situation  a  nuisance.  The  treasury  needed  no 
advances  because  the  tax  funds  were  coming  in  regularly  and  in 
sufficient  amounts,  so  that  the  interest  payments  to  the  Receivers 
General  represented  an  outright  loss.  So  Villhle  decided  to  repay  the 
advances,  at  the  same  time  intimating  that  the  receivers  .should  form 
a  .syndicate  “som-s  la  forme  d'une  societe  commerciale  par  une  acte 
diposee  au  tribunal  de  commerce.''  It  was  to  be  the  object  of  the 
syndicate  to  facilitate  the  service  of  the  trea.sury,  to  provide  capital  to 
the  stock  exchange  for  the  purpose  of  sustaining  the  course  of  the 
rentes  not  yet  definitely  placed  with  ultimate  inve.stors  and  of  guar¬ 
anteeing  a  favorable  price  to  public  stocks  in  geiWTal.  The  original 
capital  of  the  syndicate  was  set  at  30,000,000  francs,  but  it  .seems  to 
have  been  increa.sed  later.^° 

The  flotation  of  rentes  of  1821,  which  has  been  de.scril)ed,  was 
imix)rtant  for  still  another  reason  (Ixvsides  the  two  previoasly  men¬ 
tioned).  It  was  in  1821  that  Pitt’s  method  of  floating  loams  by  com- 
p<*titive  bidding  was  introduced  into  France.  To  be  .sure,  the  loan  was 
not  a  “popular”  one,  being  sold  “cn  un  seul  lot."  As  in  Pitt’s  time  the 
new  method  could  not  be  upheld  consistently  in  all  cases.  But  as  in 
1821  it  was  successful  in  1823,  when  23,000,000  francs  of  rentes  were 
floated.  This  time  the  Roth.schilds  were  the  victors  over  Laffitte, 


*®Op.  cit.,  vol.  II,  pp.  394,  395;  Ren4  Stourm,  Le  Budget,  7th  ed.  (Paris,  1913),  pp. 
444,  451  ff;  Georges  Surleau,  Les  lUformes  Financieres  de  M.  de  Villele  (Thesis, 
Psiris,  1901),  pp.  87, 142ff;  Capefigue,  op.  cit.,  vol.  Ill,  pp.  88, 89, 113, 115;  Marion, 
op.  cit.,  vol.  IV,  pp.  1179ff. 

®®The  Receivers  General  pa.ssed  out  of  existence  in  1889;  see  Stourm,  op.  cit.,  pp. 
457ff. 
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Mallet  Fibres  et  Cie,^*  Andr6  et  Cottier,  Ardoin,  Hubbard  et  Cie, 
Jacciues  Lefebvre,^^  Pillet-Will  et  Cie,  C^sar  de  I^panouze,  J. 
Blane-Colin  et  Cie,  and  Greffulhe,  Sartoris  et  Cie.  The  defeated 
bankers  were  repre.s{uit(‘d  on  three  different  lists  headi'd  by  I..affitte, 
Sartoris,  and  Lapanouze,  respectively.  The  Rothschilds  had  to  put 
up  a  deposit  of  11,557,258  francs  and  to  pay  in  installments  extending 
over  two  years.^^ 

The  newly  introduced  method  of  floating  rentes  by  competitive 
bidding  was  abandoned  in  1824.  In  this  year  the  abortive  conversion 
was  handled  by  \’illfele  like  an  English  “private”  subscription  of  the 
eightmith  century.  Villfele  before  going  to  the  Chambres  made  a 
preliminary  arrangement  with  an  alliance  of  bankers.  For  the  purpose 
of  negotiating  he  invited  the  Rothschilds,  who  had  conceivT‘d  the 
traiusaction,  the  Barings,  I.^ffitte,  and  a  group  headed  by  Urbain 
Sartoris  to  .submit  offers.  All  of  them  were  turned  down  and  Villfele 
made  his  terms,  which  were  accepted  by  the  three  first -named  bankers 
and  rejected  by  the  last.  Thereupon  a  tentative  contract  was  drawn 
up  with  those  thrt'c  allied  bankers.  They  had  valuable  friends  all 
over  the  world  who  stood  ready  to  support  them,  as  for  instance  in 
France  the  Receivers  General  and  the  bankers  friendly  with  the 
Bourbons,  .such  as  Jonas  Hagermann,  J.  Blanc-Colin,  and  C4?ar  de 
Lapanouze.^**  From  the  preceding  it  can  be  .seen  that  the  Roth.schilds 
took  the  lead  only  after  1823.  Of  all  the  big  house's  they  alone 
wormed  their  way  into  the  confidence  of  the  Bourlxins  and  royalist 
society.  Their  compe'titors  were  either  liberal  if  not  actually  revolu¬ 
tionary,  like  Laffitte  and  P4rier,  or  like  the  Delesserts,  Mallets, 
and  Hottinguers,  they  were  too  cautious  to  take  large  risks.^^ 


®‘This  firm  was  then  administered  by  Guillaume  Mallet  (1747-1826)  and  his  sons 
Adolphe- Jacques  (1787-1868)  and  Louis-Jules  (1789-1868).  The  house  was  es¬ 
pecially  active  in  the  field  of  insurance.  See  also  Bouchary,  op.  cit.,  vol.  Ill,  p. 
1 55. 

®2I^febvre,  born  in  Uiom  in  1773,  a  Paris  banker,  was  a  diputi  for  many  years.  See 
I.Affitte,  Mhnoires,  p.  118,  footnote. 

®®\ervo,  op.  cit.,  vol.  II,  pp.  193ff;  Capefigue,  op.  cit.,  vol.  Ill,  p.  114. 

3<The  conversion  of  1824  is  described  in  detail  by  Surleau,  op.  cit.,  pp.  5 Iff.; 
Vuhrer,  op.  cit.,  vol.  II,  pp.  115ff.;  and  Nervo,  op.  cit.,  vol.  II,  pp.  215ff.,  especially 
219,  251,  252,  294ff.  See  also  Laffitte,  Reflexions,  pp.  132,  133;  Capefigue,  op. 
cit.,  vol.  Ill,  pp.  127ff.;  Villele,  Mimoires  et  Correspondence  (Paris,  1890),  vol.  V, 
pp.  Iff. 

3*Corti,  Aiifstieg,  p.  306;  Capefigue,  op.  cit.,  vol.  Ill,  p.  113. 
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By  tho  middle  of  the  1820’s  experience  gained  in  the  flotation  of 
French  rcnies  and  the  accumulation  of  capital  had  reached  the  point 
that  the  Paris  bankers  concerned  could  branch,  out  in  two  dilutions: 
they  could  take  up  the  financing  of  large-scale  capitalistic  industry, 
then  in  the  process  of  formation,  and/or,  resp(‘ctively,  international 
investment  banking.  Their  achievements  in  both  fields  will  lx*  dis¬ 
cussed  in  the  next  two  sections  of  this  paper. 

Ill 

The  exjx'rience  gained  by  French  bankers  in  the  late  1810’s  and 
throughout  the  1820’s  in  the  flotation  of  rentes  proved  of  the  greatest 
value  when  the  introduction  into  France  of  capitalistic  industiy  and 
internal  improvements  made  it  necessaiy  to  adopt  new  financial 
methods  to  cope  with  these  tasks.  The  French  business  leaders,  who 
in  cooperation  with  a  few  financial  statesmen  had  established  French 
public  credit,  can  lx*  found  among  the  outstanding  entrepreneurs  who 
built  up  and  financed  canal,  railroad,  mining,  and  industrial  enter¬ 
prises.  It  was  relatively  easy  for  them  to  give  this  turn  to  their 
business,  for  Fmnce  had  pos.sc*s.sed  .since  the  lx*ginning  of  the  century 
combinations  of  banking  and  industry  which  had  then  no  parallel  in 
other  countries;  the  names  of  Deles.sert,  P^rier,  and  Balguerie- 
Stuttenlx*rg  stand  for  this  combination,  and  the  partnership  of 
Greffiilhe  and  Sartoris  points  in  the  .same  direction.  By  1825  the* 
Paris  bankers  as  a  group  manifested  their  intention  to  promote  and 
finance  indu.stiy  when  they  joint*d  to  found  the  Sociiti  Commamiitaire 
(le  Vlndustrie.  In  fact  th(*re  is  hardly  one  of  th(*  contemporary  Paris 
financiers  whose  nanx*  cannot  lx*  found  among  the  would-lx*  stock¬ 
holders.  The  capital  of  the  company  was  to  lx*  100,000,000  francs 
divided  into  shares  of  1,000  francs  each.  Its  object  was  to  contribute 
to  and  participate  in  any  promising  enterprist*,  invention,  and  im¬ 
provement  in  agriculture,  industry,  and  comm(*rce  “d  litre  de  com¬ 
mandite."  The  company  was  to  be*  forbidden  to  engage  in  (*nt(*rpri.s(‘s, 
to  speculate,  and  to  (*nter  the  market  of  public  securities.^®  I^affittc* 
seems  to  have  inspired  this  plan;  it  seems  to  have  been  backed  by 
Villele,  but  the  project  w'as  forbidden  by  a  formal  vote  in  the  Conseil 
d'Etat  when  the  promoters  refused  to  accept  im|X).s.sible  conditions. 

Not  Ix'fore  the  1830’s  did  bankers  forge  ahead  as  financiers  of 
industry  and  internal  improvements;  and  in  this  connection  once  mon* 


3«Bress<)n,  op.  cit.,  vol.  II,  pp.  402,  403,  406. 
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and  for  the  last  time  in  his  life  Jacques  Laffitte  assumed  leadership. 
There  can  be  no  doubt  that  in  his  great  time,  the  1820’s,  he  had  taken 
an  interest  in  this  type  of  business,  although  his  methods  and  policies 
are  not  known.  However,  when  he  recovered  from  his  bankruptcy  in 
1830  he  began  to  specialize  in  this  field.  As  he  himself  put  it,  unable 
to  work  any  longer  for  the  freedom  of  France  he  decided  to  contribute 
to  the  .development  of  her  wealth  by  founding  a  bank  of  discount  and 
circulation,  as  he  had  planned  as  early  as  the  1820’s.  (It  may  well  be 
that  this  statement  refers  to  the  previously  mentioned  Sociiti  Com- 
mandiiaire  de  VIndustrie.)  But  in  fact  he  went  further  when,  in  1837, 
he  founded  La  Caisse  Ginirale  pour  le  Commerce  et  VIndustrie,  generally 
known  as  Caisse  Laffitte.  This  bank  was  a  commandite, i.  e.,  a 
limited  partnership,  the  limited  partners  of  which  were  represented  by 
stockholders.  It  had  a  paid-up  capital  of  15,000,000  francs  (out  of  a 
nominal  capital  of  55,000,000). 

This  enterprise,  which  must  be  considered  a  forerunner  of  the 
CrSdit  Mobilier,  as  Plenge  has  clearly  seen,  had  a  surprising  similarity 
to  Nicholas  Biddle’s  Bank  of  the  United  States  of  Pennsylv^ania  in 
that  both  banks  were  a  cross  between  commercial  and  investment 
banks.3®  The  Caisse  Laffitte  discounted  promissory  notes  and  bills  of 
exchange  and  lent  funds  on  accounts  receivable,  pensions,  and  other 
values  at  rates  varying  according  to  the  nature  of  the  security,  the 
duration  of  the  loan,  and  the  risk  involved.  It  also  lent  on  merchan¬ 
dise,  government  securities,  and  stocks,  either  in  the  form  of  straight 
loans  or  of  advances  if  such  securities  w’ere  consigned  to  the  Caisse  for 
sale  on  commission,  for  “negotiation,”  to  use  the  technical  term. 
Nicholas  Biddle  was  extensively  interested  in  such  transactions.  It 
was  at  this  point  that  an  element  of  investment  banking  entered  the 
business  of  the  Caisse,  which  on  a  commission  basis  undertook  the 
sale  of  public  securities,  merchandise,  and  commercial  paper.  More¬ 
over,  Laffitte  w'as  planning  to  undertake  also  the  flotation  of  public 
and  industrial  securities  and  the  ser^dcing  thereof.  Whether  he 
actually  did  so  is  doubtful,  but  he  did  finance  and  even  help  organize 
industrial  and  railroad  enterprise  (for  instance,  by  advancing  funds 
for  silent  partnerships  therein,  by  straight  loans  to  sugar  refineries, 

^"'Societe  commandite  par  actions — limited  liability  stock  company. 

**In  fact,  Biddle  and  Laffitte  were  the  founders  of  a  new  type  of  bank  which  gained 
importance  many  decades  later  in  Germany.  The  Caisse  Laffitte  made  an  abortive 
contract  for  the  flotation  of  Texas  securities;  William  M.  Gouge,  The  Financial 
History  of  Texas  (Philadelphia,  1852),  pp.  107ff. 
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forges,  and  other  large-scale  industrial  establishments,  and  by  the 
previously  mentioned  transactions  of  advancing  funds  on  securities  to 
bc‘  negotiated).  Anticipating  the  era  of  financial  capitalism,  Laffitte 
tried  to  control  the  enterprises  which  he  financed,  probably  not  to 
their  detriment. 

The  funds  need(‘d  for  this  ambitious  business  originally  were  to  1k' 
derived  from  the  capital,  large  for  the  time,  and  from  the  i.ssue  of 
notes  payable  at  the  Caisse,  at  the  offices  of  the  Receivers  General, 
and  at  those  of  the  correspondents  of  the  Cause  in  the  provinces.  The 
funds  were  also  to  be  derived  from  taking  deposits  so  that  hoarded 
money  would  be  made  available  for  the  development  of  the  resources 
of  the  country.  This  program  could  not  be  put  into  effect  in  its 
entirety.  The  Bank  of  France  forced  I.iaffitte  to  abandon  the  is.sue  of 
bank  notes,  as  it  forced  him  to  drop  the  word  “bank”  in  the  firm  nami*. 
I.Affitte,  however,  found  a  way  out:  instead  of  using  regular  bank 
notes  he  adopted  the  device  of  po.st  notes,  i.  e.,  promissory  notes  for 
even  amounts  endorsed  in  blank  and  payable  at  a  fixed,  but  distant, 
date,  with  or  without  accrued  interest.  (The  average  circulation  of 
these  notes  amounted  to  15,000,000  francs  per  year,  the  annual 
total  was  more  than  60,000,000  in  1837 /1838  and  later  varied  Ix'tween 
35,000,000  and  58,000,000  francs.)  The  post  note  was  u.sed  widely  in 
contempkirary  America  and  espt'cially  by  Nicholas  Biddle  during  the 
crisis  of  1837  when  the  post  noties  of  the  Bank  of  the  United  States  of 
Pennsylvania  were  traded  on  European  exchanges.*"*^  It  is  po.s.sible 
that  Laffitte  copied  the  post  note  from  Biddle  when  the  i.s.sue  of  notes 
payable  on  demand  became  impossible. 

The  Caisse  Laffitte,  the  general  partners  of  which  S(‘em  to  have  been 
Jacques  Laffitte,  a  brother  of  his,  and  one  A.  Lebaudy  (1807-1875), 
who  had  greatly  helped  in  establishing  the  bank  by  publishing  a 
memorial®  thereon,  was  backed  by  a  number  of  influential  financiers. 
Among  the  backers  were  Drouillard,  a  Paris  banker,  Gouin,  a  member 
of  the  .same  profession  and  a  former  minister  of  finance.  Colot 
manager  of  the  mint,  and  Nicholas  Koechlin  of  the  Alsatian  family  of 
bankers  and  industrialists.  Laffitte  him.self  managed  the  enterprise* 

®*See  Fritz  Redlich,  “Bank  Money  in  the  Ignited  States  during  the  First  Half  of  the 
Nineteenth  Century,”  Southern  Econotnic  Journal,  vol.  X  (1943/1944),  pp.  212fT. 

^®The  memorial  is  entitled  Reflexions  sur  la  Banque  ginerale  du  commerce  et  de 
V indust rie  sous  la  raison  Jacques  Laflitte  et  Cie  (Paris,  1837). 

*‘This  Colot  may  be  the  same  as  the  previously  mentioned  Receiver  General. 


Bulletin  of  the  Business  Historical  Society  fl55 


until  h(*  died  in  1844,  when  he  was  sucee(*di‘d  by  Gouin,  whose*  policy 
it  was  to  have  the  Caisse  participate  as  a  limited  partner  in  industrial 
enterprise's. 

The  Caisse  Laffitte  was  e*opie*d  in  the  1840’s  by  a  number  of  e*stablish- 
ments,  the  more  imiwrtant  of  which  were  the  Caisse  Ganniron 
{Comptoir  General  du  Commerce,  foundeel  in  1843  with  a  c'apital  of 
7,500,000  frane*s),  the  pre'viously  mentioned  Caisse  Baudon  {Caisse 
Centrale  du  Commerce  el  des  Chemins  de  Fer),  Be*chet,  Dethomas  et  Cie 
(capital  15,000,000),  and  Cusin,  I.^gendre  et  Cie  (capital  2,000,000). 
All  of  the.se  firms  elid  the  same  type  of  business  and,  te)gether  with  the 
Caisse  Laffiite,  the*y  failenl  lx*cause  e)f  frozen  assets  at  the  outbreak  of 
the  Re*volution  of  1848.^^  The  type  of  enterprise*  was  dangerous, 
r(*gardl(*ss  of  the  fact  that  many  y(*ars  lat<*r  the  German  Grossbanken 
made*  a  suce*e*ss  out  of  it. 


IV 

In  the'ir  first  attempts  at  providing  fore*ign  c'apital  marke*ts  with' 
funds  French  bankers  e*ould  not  compe*te  with  the  English.  The* 
e*x|x*rie*ne*e  of  the  latter  anel  the*  accumulated  wealth  of  the*  British 
Isles  on  which  they  coulel  draw’  could  not  be*  matche*d  for  years  to 
e*ome  on  the*  senithern  siele  of  the  Channe*!.  Neverthe'less  French 
financiers  could  do  such  business  as  would  naturally  gravitate  to 
Paris,  for  instance,  the  previously  me*ntione*d  le)an  to  Haiti.*^  In 
addition  the*y  had  the  advantage  that  a  ne*gle*cteel  fie*ld  lay  right  at 
their  deiors,  namely  Spain,  which  became*  the*  first  fore*ign  capital 
market  to  be  invaded  by  French  financiers. 

Again  we  find  I^^ffitte  among  those*  who  blaze*el  the  trail  and  ope*ne*d 
the*  roael  for  French  international  investment  banking.  As  early  as 
1820  a  Spanish  loan  e)f  200,(X)0,000  reals  w'as  contracted  by  J.  laffitte* 
e*t  Cie  and  Ardoin,  Hubbard  et  Cie.  The  latter  firm  tex)k  another 
Spanish  issue  in  1821  when  an  attempt  of  the  Spanish  government  to 
float  a  loan  within  the  country  had  proved  but  partly  successful’ only 
three-tenths  of  the  reepiired  amount  had  been  subscribed  at  home.^^ 

^*Laffitte,  Memoires,  pp.  335ff;  Lies.se,  Financiers,  pp.  289ff;  idem.  Evolution,  pp. 
73fF;  Capefigue,  op.  cit.,  vol.  Ill,  pp.  221,  222. 

French  banker,  Mirabaud,  was  an  ally  of  the  Rothschilds  in  a  loan  to  Parma; 
see  Corti,  Aufstieg,  p.  389. 

^^Bernhard  Cohen,  Compendium  of  Finance,  containing  .  .  .  (Ix>ndon,  1822), 
pp.  108,  119;  Appendix,  pp.  120fT,  182ff.  196ff. 
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To  be  sure,  the  French  bankers  were  not  able  to  exclude  all  competi¬ 
tion:  A.  F.  Haldimand  and  J.  Campbell  and  Company  of  London  took 
Spanish  loans  in  1821  and  1823,  respectively;  and  later  Nathan 
Rothschild,  w’ho  worked  the  Spanish  mercury  mines  on  a  royalty 
basis,  lent  funds  of  his  Ixindon  house  to  the  Spanish  government.  But 
Ardoin  retained  a  foothold  in  Spain  until  the  1830’s.^® 

By  that  time  Alexandre  Marie  Aguado  (1784-1842)  had  come  to 
dominate  Spain’s  loan  flotations.  He  was  Ijorn  in  Sc*ville,  the  descend¬ 
ant  of  an  ennobled  family  of  Portuguese-Jewish  origin.  When  France 
invaded  Spain  under  Napoleon,  Aguado  took  the  French  side,  fighting 
with  her  troops  and  rising  to  become  an  aide-de-camp  of  Mar^chal 
Soult.  Consequently,  after  Napoleon’s  dow’iifall  he  had  to  go  into 
exile.  Using  family  connections  in  Cadiz,  Havana,  and  Mexico  he 
built  up  a  business  in  Paris,  becoming  a  naturalized  French  citizen. 
His  connection  with  Ferdinand  VII  of  Spain,  w'ho.se  financial  agent  he 
became,  seems  to  have  begun  in  1823;  and  he  floated,  besides  a 
Spanish  loan  of  that  year,  tho.se  of  1828,  1830,  and  1831  and  a  Greek 
loan  in  1834.  Aguado  is  considered  as  the  man  who  firmly  established 
Spanish  public  credit.  He  w’as  at  one  time  the  ow  ner  of  the  iron  mines 
in  LeCreuzot  and  occasionally  competed  for  issues  of  French  rentes^^ 

Interesting  as  is  this  early  entry  of  French  financiers  into  the  busi¬ 
ness  of  exporting  capital  it  must  be  kept  in  mind  that  they  w'ould  not 
have  been  successful  had  the  Rothschilds  taken  an  interest  in  the 
Spanish  capital  market,  which  for  political  rea.sons  they  were  unable 
to  do. 

V 

It  goes  without  saying  that  the  development  described  in  the  pre¬ 
ceding  sections  of  this  paper  was  reflected  in  a  broadening  of  the 
functions  of  the  French  banl^rs,  which  took  place  betw’een  1815  and 
1840.  In  the  latter  year  the  following  functions  were  performed: 
1.  Bankers  lent  their  ow'ii  funds  and  those  entrusted  to  their  care  to 
borrowers  of  various  descriptions.  That  is  to  say,  they  did  a  business 
which  in  England  and  America  in  that  period  was  that  of  so-called 
banks  of  discount  (a  bank  of  discount  by  definition  lends  its  own  funds 
and  those  of  its  depositors  but  does  not  create  purchasing  power). 

**Corti,  Blute,  pp.  130ff ;  James  William  Gilbart,  History  and  Principles  of  Banking 
(London,  1834),  p.  59. 

^•See  Grande  Encyclopidie;  Capefigue,  op.  cU.,  vol.  Ill,  pp.  122,  209,  and  vol.  IV, 
p.  156. 
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2.  They  administered  the  fortunes  of  capitalists;  Laffitte,  for  example, 
after  Napoleon’s  flight  for  many  years  was  entrusted  with  the  latter’s 
fortune  and  the  fortunes  of  some  of  his  generals. 

3.  They  sold  their  signatures  to  businessmen  wishing  to  discount 
drafts  on  their  customers  with  the  Bank  of  France.  The  latter  would 
take  only  bills  with  three  signatures,  one  of  which  had  to  be  that  of  a 
Parisian  firm. 

4.  Like  the  English  merchant  bankers,  they  accepted  drafts  for 
correspondents  abroad  and  ov’erseas,  thus  financing  international 
trade.  The  cashing  of  acceptances,  the  holding  and  advancing  of 
temporary  funds,  and  other  minor  financial  transactions  w’ere  tradi¬ 
tionally  connected  with  this  type  of  business. 

5.  They  participated  in  the  flotation  of  sc'curities. 

6.  They  began  to  take  an  interest  in  the  financing  of  industry. 

The  functions  here  enumerated,  as  a  matter  of  fact,  do  not  embrace 
those  performed  by  the  Bank  of  France  and  the  few  incorporated 
banks  in  the  provinces.*^  All  of  them  were  banks  of  iwue,  to  use  the 
contemporary  F^nglish  expression,  i.  e.,  they  is.sued  notes  in  connection 
with  their  discount  business  thereby  creating  purchasing  power.^* 
In  this  decisive  point  they  are  distinguished  from  the  private  bankers. 
On  top  of  that  the  Bank  of  France,  during  the  iK‘riod  under  investiga¬ 
tion,  was  at  least  an  embryonic  central  bank  with  its  sj)ecific  functions. 

When  one  examines  the  alx)ve  (‘numeration  one  sees  at  first  glance 
that  the  functions  entered  under  1,  2,  and  |)erhaps  also  under  3  had 
been  fulfilled  in  1815.  The  one  given  under  4  had  in  the  eighteenth 
century  been  a  function  of  merchants,  but  in  the  (‘arly  nineteenth 
centuiy  was  everywhere  dev’eloping  into  a  banker’s  function.  New 
were  the  functions  listed  und^r  5  and  6.  It  goes  without  saying  that 
not  all  bankei^s  performed  all  of  these  functions,  except  lending."*®  It 

to  the  provincial  incorporated  banks  see  Alphonse  Courtois,  Histoire  des 
hanques  en  France,  2d  ed.  (Paris,  1881),  pp.  148ff.  The  foundation,  organization 
and  activities  of  one  of  them,  of  the  Bank  of  Bordeaux,  are  described  in  de 
Joinville,  op.  cit.,  pp.  164flf.  These  pages  are  recommended  to  every  student  ol 
American  banking  history  as  an  indication  of  how  different  the  conditions  were 
w’hich  brought  banking  into  existence  on  the  two  sides  of  the  Atlantic. 

**The  contemporary  French  distinction,  corresponding  to  that  of  the  Anglo- 
Saxons,  between  banks  of  discount  and  banks  of  issue,  is  hanque  particulibre  and 
banqne  puhlique.  See  Ferdinand  Charles  Philippe  Comte  d’Hstemo,  Des  banques 
dipartementaks  en  France  .  .  .  (Paris,  1838),  pp.  15,  23. 

^*We  are  not  sufficiently  informed  to  what  extent  French  bankers  took  deposits 
customary  in  the  Anglo-Saxon  countries  at  that  time;  one  has  to  keep  in  mind, 
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is  rather  certain  that  by  1825  specialization  among  the  French  bank¬ 
ers  was  under  way. 

There  was  one  small  group  which  spKH*ialized  in  the  business  of  the 
merchant-banker.  Leading  in  this  group  were  the  Hottinguers, 
correspondents  and  friends  of  the  Barings  in  London  and  the  Hoik's  of 
Amsterdam,  the  leading  merchant -bankers  of  the  [K'riod.  Very  little 
is  known  about  the  house*  of  Hottinguer.  The  firm  does  not  appear  in 
the  lists  of  Paris  bankers  published  during  the  Revolution,  but  it 
existed  by  1800.  (We  find  Hottinguer  among  those  Paris  bankers 
who  financed  the  consols.)  The  firm  wems  to  have  been  originally 
a  mercantile*  house*,  intere*sted,  for  instance,  in  contracting  military 
supplies;  anel  it  se*e*ms  te)  have  devele>ped  banking  functions  out  of 
commercial  ones.  Thus,  as  already  indicated,  it  represented  in 
France  the*  ty|K*  of  merchant -banker  which  was  so  important  at  that 
time  in  h]ngland.  While  the  main  house  was  locate*d  in  Paris,  it  hael 
at  one  time  a  branch  in  Xante's,  which  by  1804  received  consignments 
from  the*  Unite'd  States,  and  in  the*  1820’s  one  in  Havre,  which  was 
managed  by  one  Monsieur  Bourlet.  (The  latter  was  succe?eded  by 
his  son,  who  had  been  educated  in  the  Quaker  house  of  Cropper, 
Benson  and  Company  in  Liv'er|)ool,  which  is  indicative  of  the  com¬ 
mercial  character  of  the  branch.)  Actually  it  dealt  extensively  in 
cotton.  The*  Hottinguers  are*  supposeel  to  have  been  at  that  pe*riod 
the*  bankers  for  the  United  States^  and  they  were  for  many  ye'ai’s  after 
about  1825  the*  e*orre*spondents  of  the*  Bank  of  the  United  States, 
doing  for  the*  latter  the*  same*  se)rt  of  business  which  the  Barings  did  in 
England. 

While  the  branch  or  branches  of  the  house  acted  like  contemporary 
English  merchant-bankers,  Hottinguer,  himself,  who  ran  the  main 
office  in  Paris,  be*came  intere*sted  in  investment  banking  as  early  as 
1817,  following  the  lead  of  I.^ffitte.  Thereafter,  he  can  be  found  as  a 
subcontractor  for  the  loans  of  1817  and  1818  and  later  in  the  1820’s 
with  changing  luck  as  a  com|K*titor  for  the  various  flotations  of 
rentes.^ 


however,  that  even  in  the  latter  countries  deposits  were  then  mostly  time  deposits. 
(Fritz  Redlich,  The  Molding  of  American  Banking,  New  York,  1947,  p.  52.) 
®®The  founder  of  the  firm  which,  according  to  S6e,  broke  down  in  1839  through 
speculations  in  cotton  but  was  reorganized  with  funds  provided  by  the  Barings, 
must  have  lived  between  about  1760  and  1835.  He  was  a  regent  of  the  Bank  of 
France  from  1803  to  1833,  although  not  an  active  one;  but  among  other  bankers  he 
played  a  leading  role  in  the  crisis  of  1818.  He  has  been  described  as  timid  and  as 
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The  house  of  Hottinguer  dominated  the  financing  of  French  inter¬ 
national  commerce  in  the  1820’s  and  1830’s,  but  not  to  the  exclusion 
of  all  others.  By  1837  we  find  among  its  competitors  such  firms  as 
Lizardi  Hermannos  which  w’as  closely  allied  with  the  firms  F.francesco] 
de  Lizardi  and  Company,  London,  and  M.[anuel]  de  Lazard  and 
Company,  New  Orleans.  The  Lizardi  concern  (which,  as  was  cu.s- 
tomary  at  that  time,  was  organized  in  the  form  of  a  group  of  partner¬ 
ships  with  .some  identical  partners)  is  .supposed  to  have  bt'cn  the 
predecessor  of  the  great  banking  house  of  Lazard  Freres.  The 
Lizardis  were  the  correspondents  of  the  Citizens  Bank  of  New  Orleans 
and  after  a  conflict  during  the  cri.sis  of  1837  lost  the  agency  to  Andr6  et 
Cottier  which  hou.se,  however,  for  .some  time  was  guaranteed  by  F.  d(‘ 
Lizardi  and  Company  for  all  uncovered  advances  to  the  Citizens 
Bank.®^ 

By  that  time  James  Roth.schild  made  an  attempt  to  break  into  the 
circle  of  French  merchant-bankers.  When  in  1839  the  Bank  of  tin* 
United  States  of  Pennsylvania,  hard  pressed  for  liquid  funds,  drew 
uncovered  finance  bills  on  the  Hottinguers,  then  still  its  French 
correspondents,  the  latter  refused  to  accept  them  for  lack  of  funds  and 
advance  notice  (probably  because  they  were  tottering  them.selv<*s). 
In  this  critical  moment  the  Bank’s  European  agent  coneluded  a 
contract  with  the  de  Rothschild  Freres,  according  to  w  hich  the  latter 
took  up  5,500,000  francs  of  the  drafts  remaining  in  su.spens(‘.  There* 
is  no  doubt  that  on  the  part  of  the  Paris  Roth.schild  this  ste*))  was 


“le  moins  hardi  dans  les  affaires  de  credit  particulier.”  In  fact,  when  in  1817 
Laffitte  and  Alexander  Baring  were  on  the  point  of  clashing  becau.se  the  latter 
would  not  concede  to  the  former  such  a  share  in  the  pending  issue  of  rentes  as  he 
demanded,  Hottinguer  tried  to  placate  Laffitte  by  offering  a  .sacrifice  on  his  part, 
which  Ijiffitte  refused  to  accept.  Hottinguer,  who  in  1820  was  a  member  of  the 
Commission  des  Colonies,  w’as  succeeded  in  his  enterprise  and  as  a  regent  of  the 
Bank  of  France  by  his  son,  Henry,  who  was  also  on  the  board  of  James  Roths»rhild’s 
Chemin  de  Fer  du  Xord.  See  Ramon,  op.  cit.,  Index;  Capefigue,  op.  cit.,  vol.  II, 
pp.  81,  112,  204,  232,  323;  and  vol.  Ill,  p.  185;  Ijaffitte,  Mf  tnoires,  pp.  70,  80, 
107;  Xolte,  op.  ciL,  pp.  48, 295;  Lhomer,  op.  cit.,  p.  51;  S4e,  op.  cit.,  vol.  II, pp.  201, 
215,  335;  De  Joinville,  op.  cit.,  p.  241.  After  the  organization  of  the  firm  one 
I^bouchere  appears  as  its  head;  see  Jenks,  op.  cit.,  p.  145. 

*’See  the  very  interesting  rare  pamphlet,  Report  of  the  Committee  of  Investigation 
.  . .  appointed  by  the  Direction  of  the  Citizens  Bank  of  Louisiana  in  Conformity  tvith 
the  Resolution  of  the  Board  of  ISth  October,  1S3S  (Xew  Orleans,  1839).  The  item  is 
in  the  Library  of  Tulane  University  and  a  microfilm  is  in  the  Baker  Library  of 
Harvard  University. 
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meant  to  be  the  beginning  of  a  new  line  of  their  business.  However, 
they  had  bet  on  the  wrong  horse  and  must  have  lost  heavily.®^ 

Just  as  a  small  group  of  bankers  dominated  the  financing  of  inter¬ 
national  trade  another  group  controlled  the  flotation  of  securities. 
(There  was  .some  overlapping,  however;  the  Hottinguers  and  Andr4  et 
Cottier,  as  has  been  described,  are  to  lx*  found  in  both  camps.)  It  is 
obviously  the  latter  group  for  which  the  name  HatUe  Banque  was 
adopted  and  which,  during  the  period  under  investigation,  consisted, 
according  to  Henri  S4e’s  list,®^  of  the  firms  of  I.affitte,  P4rier,  Hot- 
tinguer,  Mallet  Frhres  et  Cie,  Dele.ssert  et  Cie,  Odier,^  d’Eichthal, 
Cahen  d'Anvers,  and  last  but  not  least,  de  Rothschild  Fr^res.  Mo.st, 
of  these  men  or  firms  have  been  discussed  in  their  place.®® 


M 

The  material  presented  in  this  papt'r  shows  that  French  investment 
banking  originated  under  English  and  Dutch  influence  in  connection 
with  the  flotations  of  rentes  in  1817  and  1818.  The  leadership  of  the 
new  development  was  firmly  in  the  hands  of  Jacques  I.affitte  under 
the  Restoration,  although  the  Rothschilds  soon  lx*came  the  most 
successful  single  banking  house  in  marketing  rentes,  and,  much  later, 
in  the  financing  of  railroads.  The.se  firms  and*  a  few  other  private 
bankers  were  able  to  take  care  of  the  needs  of  the  French  government 
from  1821  on,  and  almost  as  .soon  as  they  had  freed  it  from  deix?ndence 
on  foreign  bankers  they  started  to  finance  the  Industrial  Rev’^olution 
in  France,  which  became  imixirtant  by  1825.  At  about  the  same  time 
they  began  taking  an  interest  in  capital  export  by  financing  a  few 
foreign  governments.  It  must  lx*  distinctly  undei’stood,  howev’er, 
that  in  the  period  under  inv'estigation  the  latter  activities  were  still 
v’ery  restricted  and  that  young  French  investment  banking  was  far 
from  monopolizing  the  provision  of  long-term  capital  for  transporta¬ 
tion  enterprises  and  industiy. 

**Bray  Hammond,  “The  Chestnut  Street  Raid  on  Wall  Street,  1839,”  Quar¬ 
terly  Journal  of  Economics,  vol.  LXI  (1946/1947),  pp.  609ff. 

*®S6e,  op.  cit.,  vol.  II,  p.  201,  includes  Ternaux  in  his  list,  which  is  erroneous. 

®*Gabriel  Odier  et  Cie  floated  a  loan  for  the  City  of  Paris  in  1820.  See  Bresson, 
op.  cit.,  vol.  II,  p.  348. 

®®ReKarding  the  term  Haute  Banque  see  J.  G.  Courcelle-Seneuil,  Les  Operations  de 
Banque,  13th  ed.  (Paris,  1929),  p.  344. 
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The  material  is  of  particular  significance  in  a  theoretical  context. 
According  to  Schumpeter's  theory,  economic  development  is  due  to 
the  activities  of  the  creative  entrepreneur  who  blazes  the  trail  (in  our 
case  Jacques  Laffitte).  As  soon  as  he  has  done  so,  he  finds  first  a  few 
followers  (in  our  case  Baguenault,  Greffulhe,  Hottinguer,  and  the 
Delesserts)  until  there  is  a  rush  into  the  new  field  (in  our  case  the 
P4rier  group).  Such  a  rush  is  bound  to  lead  to  overexpansion  and 
crisis.  This  aspect  both  of  economic  development  and  of  the  business 
cycle  can  be  verified  by  the  early  history  of  French  investment 
banking  as  in  a  test  tube. 


Fritz  Redlich 
Belmont,  Mass. 


A  New  Book  for  Alemkers  of  tke 
Business ,  Historical  Society 

The  members  of  the  Society  will  receive  some  time  next  month 
PeppereWs  Progress:  History  of  a  Cotton  Textile  Company,  1844"1946, 
by  Evelyn  H.  Knowlton.  This  volume  will  be  number  13  in  the 
Harvard  Studies  in  Business  History. 


Announcing  a  Ckange  in  tke  Frequency 
of  Puklication  of  tke  Bulletin 

At  the  latest  meeting  of  the  Council  of  the  Business  Historical 
Society,  Inc.,  it  was  decided  to  change  the  Bulletin  to  a  quarterly.  It 
was  not  the  intention  thereby  to  increase  the  total  annual  size  of  the 
Bulletin  but  rather  to  make  it  possible  to  introduce  greater  variety  and 
flexibility  in  the  content  of  the  individual  issues.  In  the  present  issue 
the  remaining  numbers  for  the  calendar  year  of  1948  are  incorporated 
in  one.  The  first  number  of  the  quarterly  will  appear  in  March  of 
next  year  and  every  third  month  thereafter. 


Secretary  s  Column 

The  Society  has  received  the  following  material  during  the  current 

year: 

From  American  Iron  and  Steel  Institute,  New'  York  City:  Steelways. 

From  American  Optical  Company,  Southbridge,  Mass.:  Annual  Re¬ 
port  for  1947. 

From  American  Petroleum  Institute,  New’  York  City:  Proceedings  of 
the  Tw’elfth  Mid-Year  Meeting;  Proceedings  of  the  Twenty- 
sixth  Annual  Meeting,  Sections  II,  Marketing,  V,  Transportation; 
Proceedings  of  the  Twenty-seventh  Annual  Meeting,  Section 
III,  Refining;  the  Preliminary  Program  of  the  Twenty-eighth 
Annual  Meeting;  the  Proceedings  of  the  Thirteenth  Mid-y(*ar 
Meeting,  May  10  to  13,  1948;  also,  the  Quarterly. 

From  Baldwin  and  Mermey,  New  York  City:  Footnotes  to  Public 
Relations. 

From  the  Chas(‘  National  Bank,  New  York  City:  Oil  for  the  Future. 

From  Columbia  University  Press,  New  York  City:  Reciprocal  Trade 
Agreements  in  the  World  Economy,  by  J.  M.  I.,etiche. 

From  Davison  Publishing  Company,  Ridgewood,  N.  J.:  Davison  s 
Knit  Goods  Trade,  OctolxM’,  1947;  Davison's  Rayon  and  Silk 
Trades,  1948;  and  Davison's  Textile  Blue  Book,  July,  1948. 

From  the  State  Treasurer  and  Insurance  Commis.sioner  (J.  hMwin 
Larson),  Tallahas.see,  Florida:  Report  of  Insurance  Department, 
State  of  Florida,  for  the  Fiscal  Year  Ending  June  30,  1947. 

From  Georgia  Historical  Society,  Savannah,  G(‘orgia:  Georgia 
Historical  Quarterly. 

From  Bureau  of  Economic  and  Business  R(\s(‘arch,  College  of  Com¬ 
merce  and  Business  Administration,  University  of  Illinois, 
Urbana,  Illinois:  Store  Hours  for  Shopping  Goods  Retailers; 
Consumer  Buying  Habits  in  Selected  South  Central  Illinois  Com¬ 
munities,  Business  Studies,  No.  6;  and  Long-Term  Manufacturing 
Opportunities  in  the  Upper  Mississippi  Valley,  Special  Bulletin, 
No.  6. 

From  Insurance  Society  of  New’  York,  Inc.,  New  York  City:  News 
Letter,  Nos.  110  and  111. 


162 


Bulletin  of  the  Business  Historical  Societi' 


163 


From  Kirstcin  Memorial  Library,  Boston,  Mass.:  Scrapbook  of 
Samuel  S.  Dale  for  the  years  1902-1928. 

From  Little,  Brown  &  Company,  Boston,  Mass.:  The  Mill  on  Mad 
River,  by  Howard  Clark. 

From  University  of  Michigan  Press,  Ann  Arbor,  Michigan:  Michigan 
and  the  Cleveland  Era,  edited  by  Babst  and  Vander  Velde. 

From  Minnesota  Hi.storical  Society,  St.  Paul,  Minnesota:  Time  in  the 
Timber. 

From  State  Historical  Society  of  Missouri,  Columbia,  Mis.souri: 
Missouri  Historical  Review. 

From  National  Archives,  Washington,  D.  C.:  Thirteenth  Annual 
Report  of  the  Archivist  of  the  United  States,  19^.6-1947;  Supplement 
to  the  Fourteenth  Annual  Report  of  the  Archivist  of  the  United  Stales, 
October  1 -December  31,  1947;  and  Supplement  to  the  Fourteenth 
Annual  Report  of  the  Archivist  of  the  United  States,  January  1- 
March  31, 1948. 

From  Society  for  the  Pre.s(‘rvation  of  New  England  Antiquities, 
Boston,  Ma.ss.:  Old-Time  New  England. 

From  New  York  University  Pre.ss,  New  York  City:  The  Medici  Bank, 
by  Raymond  de  Roover. 

From  Mr.  Lester  1.  Norton,  Vice  President,  The  National  Provisioner, 
Chicago,  Illinois:  Proceedings  of  the  Forty-Third  Annual  Meeting 
of  the  American  Meat  Institute;  and  The  National  Provisioner. 

From  Oregon  Historical  Society,  Portland,  Oregon:  Oregon  Historical 
Quarterly. 

From  University  of  Oregon,  Eugene,  Oregon:  Oregon  Business  Review. 

From  Princeton  University  Press,  Princeton,  N.  J.:  Early  Days  of  Oil, 
by  Paul  H.  Giddens. 

From  Rhode  Island  Historical  Society,  Providence,  R.  L:  Rhode 
Island  History. 

From  Mr.  Howard  S.  Rus.sell,  Wayland,  Mass.:  Bryant  <&  Stratton's 
Counting  House  Book-keeping,  for  the  year  \S^;  Compendium  of 
the  Ninth  Census  of  the  U.  S.,  1870:  Compendium  of  the  Tenth 
Census  of  the  U.  S.,  1880;  Compendium  of  the  Tenth  Census  of  the 
U.  S.,  parts  I  and  II ;  Census  of  Massachusetts,  1885,  parts  I  and  II ; 
Annual  Report  of  the  Secretary  of  War,  at  2nd  Sess.  of  the  38th 
Congress,  Washington,  1865;  Highways  of  Masscwhusetts,  1893, 
report  of  the  Commission;  Massachusetts  Highway  Commission, 
1898;  Report  of  Metropolitan  Park  Commission,  1899;  Mas¬ 
sachusetts  Highway  Commission,  1902  and  1905;  Defense — One 


164 


Bulletin  op  the  Business  Historical  Society 


Year,  a  pamphlet  put  out  by  the  Office  for  Emergency  Manage¬ 
ment,  Washington,  D.  C.;  A  Selected  Bibliography  of  North 
American  Forestry,  vol.  I  for  June,  1940,  and  vol.  II  for  September, 
1940;  Boston  Directory,  1841;  Craig^s  Business  Directory  and 
Baltimore  Almanac  for  184^;  The  Boston  Almanac  for  the  year 
1850;  Middlesex  County  Directory,  1877;  Struggles  and  Tri¬ 
umphs — or,  Forty  years’  Recollections  of  P.  T.  Barnum. 

From  Southern  Pine  Association,  New  Orleans,  Ixiuisiana:  Weekly 
Trade  Barometer  and  Supplement. 

From  State  Street  Trust  Company,  Boston,  Mass.:  Yankee  Ship 
Sailing  Cards. 

From  Texas  State  Historical  Association,  Austin,  Texas:  South¬ 
western  Historical  Quarterly. 

From  Textile  Machine  Works,  Reading,  Pennsylvania:  Industrial 
Berks  County. 

From  University  of  Washington,  Seattle,  Washington:  Pacific 
Northwest  Quarterly. 

From  William  and  Mary  College,  Williamsburg,  Virginia:  William 
and  Mary  College  Quarterly. 

From  Wyoming  State  Department  of  History,  Cheyenne,  Wyoming: 
Wyoming  Annals. 


FOREIGN 

From  Bank  of  New  South  Wales,  Sydney,  Australia:  Annual  Report 
and  Balance  Sheet  for  the  year  ended  30th  September,  1947. 

From  Commonwealth  Bank  of  Australia,  Sydney,  Australia:  Report 
and  Balance  Sheets,  30th  June,  1948. 

From  Manufacturers  Publishing  Co.,  Ltd.,  Sydney,  Australia:  The 
Australasian  Manufacturer,  Industrial  Annual  for  the  year  1948; 
also,  Australasian  Manufacturer. 

From  National  Council  of  Wool  Selling  Brokers,  Melbourne,  Austra¬ 
lia:  Wool  Review  for  1946-1947. 

From  Victorian  Railways  Commissioners,  Victoria,  Australia:  Annual 
Report,  for  the  year  ended  30th  June,  1947. 

From  Banque  Nationale  de  Belgique,  Brussels,  Belgium:  Bulletin 
d’ Information  et  de  Documentation. 

From  Bank  of  Toronto,  Toronto,  Canada:  Ninety-Second  Annual 
Report,  November  29,  1947. 
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From  Imperial  Bank  of  Canada,  Toronto,  Canada:  Seventy-Third 
Annual  Report  Presented  to  the  Shareholders,  November  26th, 
1947. 

From  Royal  Bank  of  Canada,  Montreal,  Canada:  Monthly  Report. 
From  Archivo  General  del  Gobierno,  Guatemala,  Central  America: 

Boletin  del  Archivo  General  del  Gobierno,  for  December,  1945. 

From  Banco  Central  de  Chile,  Santiago,  Chile:  Boletin  Mensual. 

From  Banque  Beige  et  Internationale  en  F]gypte,  Cairo,  Egypt: 
Rapport  du  Conseil  d' Administration  sur  le  dix-Huitieme  Exercice 
Social,  1946-1947. 

From  I.and  Bank  of  Egypt,  Alexandria,  Egypt:  Exercice,  1947. 

From  Great  Western  Railway  Company,  Ix)ndon,  England:  Report  of 
the  Directors  and  Financial  Accounts  for  the  Year  ended  31st 
December,  1947. 

From  Institute  of  Actuaries,  lA)ndon,  England:  Year  Book,  1947- 
1948;  also,  The  Institute  of  Actuaries,  1848-1948. 

From  Mersey  Railway  Company,  Birkenhead,  England:  Yearly 
Report  &  Abstract  of  Accounts,  31st  December,  1947. 

From  Nottingham  Chamlier  of  Commerce,  Inc.,  Nottingham,  Eng¬ 
land  :  Journal. 

From  Royal  Economic  Society,  lA>ndon,  England:  The  Economic 
Journal. 

From  Bank  of  Finland,  Helsinki,  Finland:  Report  of  the  Bank  of 
Finland,  for  the  year  1947;  also.  Monthly  Bulletin. 

From  Finnish  Co-operative  Wholesale  Society,  Ltd.,  Helsinki, 
Finland:  Annual  Report,  for  the  43rd  year  of  business,  1947. 
From  National  Joint  Stock  Bank,  Helsinki,  Finland:  Report  of 
Directors  and  Balance  Sheet,  December  31,  1947. 

From  Nordiska  Foreningsbanken,  Helsinki,  Finland:  Unitas. 

From  Industrie  und  Handelskammer  Bremen,  Bremen,  Germany: 
N achkriegsbericht  der  Handelskammer  Bremen  uber  die  Jahre, 

1945-1947. 

From  Bank  of  Athens,  Athens,  Greece:  Greece  To-Day. 

From  Hawaiian  Historical  Society,  Honolulu,  Hawaii:  Fifty-fourth 
Annual  Report  for  the  year  1945;  also.  Fifty-fifth  Annual  Report  for 
the  year  1946. 

From  Institute  of  Bankei-s  in  Ireland,  Dublin,  Ireland:  Journal. 
From  Departamento  Autonomo,  Mexico,  D.  F.,  Mexico:  Revista  de 
Estadistica. 
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From  Amsterdamsche  Bank,  N.  V.,  Amsterdam,  Netherlands: 

Financial  and  Economic  Review  of  the  Statistical  Department. 
From  De  Twentsche  Bank,  N.  V.,  Amsterdam,  Netherlands:  Con¬ 
densed  Statement;  also.  Statements  of  Condition,  1939-1947, 

From  Rotterdamsche  Bankvereeniging,  Amsterdam,  Netherlands: 
Quarterly  Review. 

From  Den  Norske  Creditbank,  Oslo,  Norway:  Report  and  Balance 
Sheet  for  the  year  1947. 

From  Aktiebolaget  Svenska  Handelsbanken,  Stockholm,  Sweden: 
Seventy-seventh  Annual  Report,  1947;  also.  Index  No.  175  and  No. 
176. 

From  Stockholms  Frihamnsaktiebolag,  Stockholm,  Sweden:  Financial 
Report  for  1947. 

From  Schweizerischer  Wasserwirtschaftsverband,  Zurich,  Switzer¬ 
land:  J ahresbericht  for  1946  and  for  1947. 


HARVARD  STUDIES 
IN  BUSINESS  HISTORY 


1.  JOHN  JACOB  ASTOR,  BCSIXESS  MAX 

BY  KENNETH  WIGT.INS  PORTER 

2.  JAY  cookp:,  private  baxker 

BY  HENRIETTA  M.  IJ^RSON 

3.  THE  JACKSOXS  AXD  THE  LEES:  TWO 
GEXERATIOXS  OF  MASSACHUSETTS 
MERCHAXTS,  1765-1844 

BY  KENNETH  WK'-OINS  PORTER 

4.  THE  MASSACHUSETTS-FIRST  XATIOXAL  BAXK 

OF  HOSTOX,  1784-1934 

BY  N.  S.  B.  GRAS 

5.  THE  HISTORY  OF  AX  ADVERTISIXG  AGEXCY: 

X.  W.  AYER  &  SOX  AT  WORK,  1869-1939 

BY  RALPH  M.  HOWER 

6.  MARKETIXG  LIFE  IXSURAXCE;  ITS  HISTORY 

IX  AMERICA 

BY  I.  OWEN  STALSON 

7.  HISTORY  OF  MACY’S  OF  XEW  YORK,  1858-1919 

CHAPTERS  IX  THE  P:VOLl  TIOX  OF  THE 
DEPARTMEXT  STORE 

BY  RALPH  M.  HOWER 

8.  THE  WHITESMITHS  OF  TAUXTOX:  A  HISTORY 

OF  REED  &  BARTOX,  1824-1943 

BY  GEORGE  SWEET  GIBB 

9.  DEVELOPMEXT  OF  TWO  BAXK  GROUPS  IX  THE 
CENTRAL  NORTHWEST:  A  STUDY  IX 
BAXK  POLICY  AXD  ORGANIZATION 

BY  CHARLES  STERLING  POPPLE 

10.  THE  HOUSE  OF  HANCOCK:  BI'SIXESS 
IX  BOSTON,  1724-1775 

BY  W.  T.  BAXTER 

11.  TIMING  A  CENTURY: 

HISTORY  OF  THE  WALTHAM  WATCH  COMPANY 

BY  C.  W.  MOORE 

12.  GUIDE  TO  BUSINESS  HISTORY: 
MATERIAI^  FOR  THE  STUDY  OF  AMERICAN 
BUSINESS  HISTORY  AXD 
SUGGESTIONS  FOR  THEIR  USE 

BY  HENRIETTA  M.  LARSON 

13.  PEPPERELL’S  PROGRESS:  HISTORY  OF  A 
COTTON  TEXTILE  COMPANY,  1844-1946 

BY  EVELYN  H.  KNOWLTON 


